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n 2008, World Wrestling Entertainment showed uncommon resilience in 
the face of a weakening economy. While our revenue growth decelerated 
from the double-digit rates we achieved over the past few years, we 
were able to generate an 8% increase in our top line, ahead of other 
entertainment companies. Similarly, while our stock price declined 25% 
during 2008, the total return from holding our stock outperformed 
key market benchmarks, such as the S&P 500, the Russell 2000, and 
the S&P Movies and Entertainment indices. Relative to our peers, our 
financial performance and the strength of our stock demonstrates that 
WWE is truly the best value in entertainment. 


Throughout the year, our mission to build lasting value for you, our 
shareholders, remained unchanged. To that end, we increased our 
dividend and intensified our focus on enhancing the productivity 
of our global brands. And we continued to lay the groundwork for 
future success. Fundamentally, our content is still unrivaled, and our 
competitive position is still strong. My experience gives me confidence 
that we will hold fast through our present-day 
challenges and emerge even stronger. 


TOTAL ATTENDANCE AT OUR 
LIVE EVENTS INCREASED FOR Ncres Sona, WWE suoaned a 50% 
THE FOURTH CONSECUTIVE increase in stockholder dividends for all shares 


not owned by the McMahon family. The decision 


YEAR, REACHING MORE THAN to raise the quarterly dividend from $0.24 1X0) 
TWO MILLION FANS. $0.36 per share underscored our commitment to 


the Company's shareholders and our confidence 
in the Company's future. 
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We also took even greater advantage of our compelling, original 
content. In 2008, we generated revenue growth of 8%, capitalizing 
on our international opportunities and the sustained expansion of our 
consumer products business. That growth resulted in record revenue of 
more than $526 million, and net income of $45 million. Our record top- 
line performance in a weakening economic environment demonstrates 
the ongoing power of our global brands. 


Total attendance at our live events increased for the fourth consec 
year, reaching more than two million fans. We staged 242 
in North America, with average attendance of about 6,400 
Internationally, we performed 77 shows with an average attendan 
8,500. WrestleMania XXIV, our premier event of the year, attracted over 
74,000 fans to the Citrus Bowl in Orlando, FL. 



























Led by our licensing and home video programs, our Consumer Products 
division achieved more than 15% revenue and profit growth for the third 
consecutive year. 


IMPROVING OUR OPERATING EFFICIENCY 
During the year, we made a commitment to improve our operating 
margins by implementing stronger cost control measures. After 
completing a comprehensive review of our operations, we began to 
move forward with a $20 million reduction to our expense base. As part 
of this targeted reduction, in January 2009, the Company completed a 
10% reduction in staff coming from across all areas of WWE's operations. 
We expect this headcount reduction to generate annual savings of 
approximately $8 million in compensation and benefit costs. In addition, 
our review process identified several other broad initiatives to improve 
efficiencies, including the restructuring of our marketing efforts, vendor 
renegotiations, and reductions in discretionary spending. We believe 
these changes will both increase our earnings and margins in the short- 
term, and strengthen our long-term position as the Company achieves 
greater productivity. 


STRENGTHENING OUR FOUNDATION FOR THE FUTURE 
While working to improve our cost structure, we made significant 
progress toward other key objectives. We strengthened our television 
platform both domestically and internationally, completed a new toy 
licensing agreement with Mattel, advanced our film strategy with the 
development of several direct-to-video projects, and introduced new 

magazine and website products to cultivate a younger audience. 2 
Our groundbreaking agreement with Mattel, the world’s premier toy f 
company, commences in 2010. Extending the range of our products 

and strengthening our consumer base, these efforts are the future of 

our business. jf 
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In the fall, we successfully moved our SmackDown program to its new 
broadcast home in the U.S., MyNetworkTV. Today, SmackDown is the 
cornerstone of the MyNetworkTV lineup. As the network’s top-rated 
program in 2009, it has averaged 3.7 million viewers per episode, and 
has been the number one broadcast show on Friday nights in terms of 
male viewers, including the coveted Men 18-34 demographic. Recently, 
we announced a new partnership with WGN America. Under this 
agreement, we will produce a new action-packed television program, 


WWE Superstars. The hour-long, weekly show is scheduled to debut Ws COMPLETED A NEW TOY 


in April 2009. Together with our other programs, this deal enables us 

to provide a total of 21 hours of programming per week in the U.S., LICENSING AGREEMENT WITH 

including 6 hours of original, first-run broadcasts. : 
MATTEL, THE WORLD'S 

Over the past 12 months, we have also significantly expanded our PREMIER TOY COMPANY 


international television distribution, with partnerships in Mexico, 
WHICH COMMENCES IN 2010. 













tern Europe, India, Japan, and China. As an example of 
Owess, our partnership with Televisa and TV Azteca enable 
ams to reach over 20 million TV households in Mexico alone. 
r debut, our Raw and SmackDown programs have grown 
matically, with nearly two million viewers and counting. Similarly, 
new agreements with broadcast networks in China have extended the 
reach of our programming from two provinces to four, reaching millions 
of new TV households in that country. In January 2009, we announced 
a new agreement with Eurosport, under which we will produce two 
original programs that will feature highlights of our recent programs and 
historical footage of our WWE Legends. This agreement enables us to 
reach more than 100 million homes across Europe. Cumulatively, our 
new international agreements not only raise our television license fees, 
they provide an important platform for developing our audience in regions 
of the world that we believe have significant potential for future growth. 


FILMED ENTERTAINMENT 

During the year, we advanced our film strategy, adjusting our approach 
to focus more on direct-to-video and other projects with higher rates 
of return than comparable theatrical releases. Our first direct-to-video- 
project, Behind Enemy Lines: Colombia, was released on January 
6, 2009, and we have several other direct-to-video projects in our 
production pipeline. In addition, we have completed production on one 
theatrical film project, 12 Rounds, which will be released in theatres on 
March 27, 2009. 


KIDS INITIATIVE & SMART PRODUCT EXTENSIONS 
Consistent with our goal of engaging fans at a younger age, we began 
publishing a magazine for children, WWE Kids Magazine, and initiated a 
new website, WWEKids.com, dedicated to this audience. Over the long- 
term, we expect these offerings to strengthen the loyalty of our fans 
to our brands and products. During the year, we began to license our 
online and print content, including the kids offerings, in our international 
markets. We completed a deal to produce a Mandarin website in China, 

and launched other websites in Australia, Italy, 

and Portugal. Similarly, we successfully launched 
ae PART OF WWE'S BUSINESS our WWE Kids Magazine in the U.K., and initiated 

- 


the licensing of our WWE Magazine in Mexico and 


PHILOSOPHY IS TO BE France. Distributing local language versions of 
ACTIVE IN THE COMMUNITIES these products is highly profitable because the 


translation and production costs are borne by our 


WHICH SUPPORT US AROUND _ sales partners. 


THE WORLD. COMMUNITY OUTREACH 
Part of WWE's business philosophy is to be active 
in the communities that support us around the world. In 2008, we put 
significant emphasis on literacy and civic engagement. 





Our WrestleMania Reading Challenge with the Young Adult Library 
Services Association (YALSA) entered its third year. More than 1,800 
schools and public libraries worked with us to encourage teens to 
become avid readers, achieving a significant increase in participation. 
In the United Kingdom, more than 2,500 schools participated in the 
U.K. WrestleMania Reading Challenge, undertaken in conjunction with 
the National Literacy Trust. 










In China, WWE received a corporate sponsorship award for its su 
the Guangzhou Youth Volunteer Organization. In the U.S., our S| 
Your Vote! initiative played a role in generating one of the largest 
of voters aged 18 to 30 in our country’s history. Presidential candi 
Barack Obama, Hillary Clinton and John McCain recognized the 
importance of the WWE Universe by recording special video messages 
for Monday Night Raw to encourage WWE fans to vote. 


In December, WWE visited our troops in Iraq as part of our annual Tribute 
to the Troops tour. This year’s tour saw our Superstars and Divas visit 
26 Forward Operating Bases before 
performing for more than 7,000 


troops in Baghdad. The tour : <= 
was documented in a holiday 2 
special on NBC that featured a a 


greeting from President George W. 
Bush, the first time a sitting president 
has appeared on WWE programming. 


MEETING CHALLENGES 
& MANAGING FOR THE LONG TERM 
In 2008, we continued to strengthen our executive 
management team with the promotion of Donna Goldsmith to 
Chief Operating Officer and the addition of George Barrios as our 
Chief Financial Officer. We believe these changes enhance our ability to 
embrace the challenges and opportunities of the future. 


In our view, the most significant prospects for long-term growth derive 
from our international expansion, and the advance of our consumer 
products and digital media businesses. We believe that executing these 
strategic priorities with rigorous financial discipline will provide the 
greatest returns and build enduring value for the Company and 

its stakeholders. 


Ultimately, our ability to succeed in an environment characterized 
by increasing economic uncertainty depends on the talent of our 
management team, the dedication of our Superstars and employees, and 
the loyalty of our fans. We will keep working diligently to earn and reward 
your faith. On behalf of all of us at World Wrestling Entertainment, we 
thank you, our shareholders, for your continuing support. (ff 


pig — 


Vincent K. McMahon 
Chairman of the Board 
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- Incorporated by reference from the Registrant’s Proxy Statement for the 2009 Annual Meeting of Stockholders 
(the “Proxy Statement”). 


PARTI 


Item 1. Business 


World Wrestling Entertainment, Inc. (“WWE”) is an integrated media and entertainment company. We have 
been involved in the sports entertainment business for more than 25 years, and have developed World Wrestling 
Entertainment into one of the most popular brands in global entertainment today. We develop unique and creative 
content centered around our talent and presented at our live and televised events. At the heart of our success are the 
athletic and entertainment skills and appeal of our WWE Superstars and our consistently innovative and multi-faceted 
storylines across our three brands, Raw, SmackDown and ECW. Anchored by these brands, we are able to leverage our 
content and talent across virtually all media outlets. Our live and televised events, consumer products, digital media 
and feature film outlets provide significant cross-promotion and marketing opportunities that reinforce our brands 
while effectively reaching our fans. 


“WWE” refers to World Wrestling Entertainment, Inc. and its subsidiaries, unless the context otherwise requires. 
References to “we,” “us,” “our” and the “Company” refer to WWE and its subsidiaries. World Wrestling Entertainment 
and the stylized and highly distinctive World Wrestling Entertainment scratch logo are two of our trademarks. This 
report also contains other WWE trademarks and trade names as well as those of other companies. All trademarks and 


trade names appearing in this report are the property of their respective holders. 


In June 2006, WWE elected to change its fiscal year to a calendar basis beginning with calendar 2007. Due 
to the change to a calendar year end, we established an eight month transition period from May 1, 2006 through 
December 31, 2006. The results from this time period are referred to throughout this report as “2006 transition period”, 
“transition 2006”, “T 2006”, or the “transition period”. Results have not been restated to reflect the comparable twelve 
month calendar periods for prior years. 


Our operations are centered around the following four business segments: 


e ——- Live and Televised Entertainment, Revenues consist principally of ticket sales to live events, sales of 
merchandise at these live events, television rights fees, sales of television advertising and sponsorships, and 
fees for viewing our pay-per-view and video-on-demand programming. 


e Consumer Products, Revenues consist principally of the direct sales of WWE produced home videos and 
magazine publishing and royalties or license fees related to various WWE themed products such as video 
games, toys and books. 


e Digital Media, Revenues consist principally of advertising sales on our websites, sale of merchandise on our 
website through our WWEShop internet storefront and sales of various broadband and mobile content. 


e WWE Studios (formerly WWE Films), Revenues consist of our share of receipts from the distribution of 
filmed entertainment featuring our Superstars. We participate in revenues generated by the distribution of 
the films through all media after the print, advertising and distribution costs incurred by our distributors 
have been recouped and the results have been reported to us. 


Live and Televised Entertainment 
(represents 63%, 65%, 70% and 73% of our net revenues in 2008, 2007, T 2006 and fiscal 2006, respectively) 


Live Events 


Our Raw Superstars travel as one touring show while our SmackDown and ECW Superstars travel together as 
a combined tour. This gives us flexibility in scheduling that allows us to play numerous domestic and international 
markets. 


In 2008, we held 242 live events throughout North America, entertaining over one million fans at an average 
ticket price of $40.98. We hold many of our live events at major arenas across the country. In addition to providing the 
content for our television and pay-per-view programming, these events provide us with a real-time assessment of the 
popularity of our storylines and characters. 


In 2008, we held 77 live events internationally, reaching approximately 651,000 fans at an average ticket price of 
$78.96. These events were spread over several successful international tours throughout Europe, Latin America and 
Australia. 


Live events net revenues were $105.7 million, $99.3 million, $52.3 million and $75.0 million, representing 20%, 
20%, 20% and 19% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Venue Merchandise 


Our venue merchandise business consists of the sale of various WWE-branded products at our live events, such 
as T-shirts, caps and other novelty items, which feature our Superstars and/or our logo. Nearly all of these products are 
designed by our in-house creative staff and manufactured by third parties. 


Venue merchandise net revenues were $18.5 million, $19.1 million, $12.1 million and $14.7 million, representing 
4%, 4%, 5% and 4% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Television Programming 


Relying on our in-house production capabilities at our production facility, we produce four television shows, 
consisting of 6 hours of original domestic programming each week. Our domestic cable and broadcast programs consist 
of “Monday Night Raw”, “ECW”, “Friday Night SmackDown” and “A.M. Raw.” Starting in January 2008, we began 
producing these programs in high-definition (HD). The ability to broadcast our programs in HD quality allows our 
‘larger-than-life’ Superstars to be showcased in a new and exciting way. We generate revenue from our programming 
through television rights fees and by the sale of cable advertising in Canada. We believe the popularity of our television 
programming drives the success of our other businesses, translating into increased live event attendance, pay-per-view 
buys and merchandise sales. 


Our agreement with NBC Universal includes “Monday Night Raw” and the weekend program “A.M. Raw”. 
“Monday Night Raw” is a two-hour primetime program that is broadcast live on USA Network and is consistently 
one of the most watched regularly scheduled programs on cable television. As part of this agreement, Raw also airs in 
replays on Telemundo and mun2. 


ECW: Extreme Championship Wrestling airs on the SCI FI Channel on Tuesday nights. ECW is the highest rated 
program on the SCI FI Channel. 


The two-hour “Friday Night SmackDown” airs on the MyNetworkTV in primetime on Fridays and is consistently 
one of the highest rated programs on the network and a top rated show among males 12-17 and males 18-34 on Friday 
nights. Before the 2008/2009 television season, “Friday Night SmackDown” aired on the CW Network. 


In January 2009, we announced that WWE Superstars, a first run, original program will air exclusively on WGN 
America, Tribune Broadcasting’s national superstation. The action-packed WWE Superstars, part of a new multi-year 
agreement with WGN America, will be produced by WWE and will be an hour-long weekly program scheduled to 
debut in April 2009, and will provide WGN America viewers the chance to see Superstars and Divas from all three 
WWE franchises in one program. 


Internationally, our programming is distributed in more than 145 countries and 28 different languages. We 
continue to expand our distribution and have secured new television distribution agreements on terrestrial, cable and 
satellite platforms throughout the Middle East, Africa, Asia, and South America. We believe our television distribution 
is key to our international success and use our programming to support tours and related live event merchandise sales 
as well as furthering our licensing program. 


Television rights fee net revenues were $100.7 million, $92.4 million, $58.7 million and $81.5 million, representing 
19%, 19%, 22% and 20% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Advertising 


We provide sponsorships in the US domestic market to meet the needs of our advertisers. Through these 
sponsorships, we offer advertisers a full range of our promotional vehicles, including internet and print advertising, 
arena signage, on-air announcements and pay-per-view sponsorship. In Canada, we sell advertising in our programs 
rather than receive a rights fee. 


Advertising and sponsorship net revenues were $7.4 million, $5.9 million, $4.5 million and $22.6 million, 
representing 1%, 1%, 2% and 6% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Pay-Per-View Programming 


WWE pioneered the pay-per-view events business. Each of our pay-per-view events typically culminates a 
storyline or change direction. We intensively market and promote the storylines that are associated with upcoming pay- 
per-view events through our television shows, internet sites, magazine and affiliate partners. 


WWE produced 14 domestic pay-per-view programs in 2008 as compared to 15 programs in 2007. The suggested 
domestic retail price for all pay-per-view events in 2008 was $39.95, with the exception of WrestleMania which had a 
suggested domestic retail price of $54.95. Consistent with industry practices, we share the revenues with cable systems 
and satellite providers such as DirecTV, and pay service fees to i1NDEMAND and TVN. 


Our international pay-per-view partners include SKY in the United Kingdom, Premiere in Germany, SKY Perfect 
TV! in Japan, SKY Italia in Italy and Main Event in Australia. 


Pay-per-view net revenues were $91.4 million, $94.3 million, $53.4 million and $94.8 million, representing 17%, 
19%, 20% and 24% of total net revenues in 2008, 2007, T 2006 and fiscal 2006, respectively. 


WWE 24/7 Classics On Demand 


WWE 24/7 Classics On Demand is a Subscription Video On Demand (SVOD) service that offers highly-rated and 
best-selling classic television shows, pay-per-view events, specials and original programming for a monthly subscription 
fee. Most of this material is drawn from WWE’s extensive video library and includes other leading wrestling brands. 
WWE owns and controls the content from the vast libraries of such promotions as WCW, WCCW, ECW and AWA. 
WWE 24/7 subscribers have access to approximately 40 hours of content each month. 


WWE 24/7 Classics On Demand is currently distributed with 14 of the top 15 cable operators in the United 
States, making WWE 24/7 available to more than 80 percent of video-on-demand enabled subscribers. Major North 
American distributors currently include: Comcast Communications, Cox Communications, Charter Communications, 
Cablevision, Mediacom, Insight, and Verizon Communications, among others. 


WWE 24/7 Classics On Demand net revenues were $6.3 million in 2008, $4.9 million in 2007, $2.0 million in 
transition 2006 and $1.1 million in fiscal 2006. 


Consumer Products 
(represents 26%, 24%, 22% and 22% of our net revenues in 2008, 2007, T 2006 and fiscal 2006, respectively) 


Licensing 


We have established a worldwide licensing program using our World Wrestling Entertainment marks and logos, 
copyrighted works and characters on a large variety of retail products, including toys, video games, apparel and books. 
Currently, we have relationships with more than 160 licensees worldwide that provide products for sale at major retailers. 
To maintain the distinctive style and quality of our intellectual property and brand, we retain creative approval over the 
design, packaging, advertising and promotional materials associated with these products. 


Videogames and toys represent important components of our licensing program as they generate substantial 
revenues through our licenses with THQ and Jakks Pacific, Inc. (“Jakks”), respectively. We are currently involved in 
litigation with, among others, THQ and Jakks. During the resolution of this litigation we plan to continue to fulfill 
our obligations under these licenses and expect Jakks and THQ to do likewise. Additional information regarding this 
litigation is available in Note 11 to Notes to Consolidated Financial Statements. We have a comprehensive, multi-year 
licensing agreement, effective as of January 2010, with Mattel, Inc. as WWE’s master toy licensee covering all global 
territories upon the expiration of our current toy license with Jakks. 


5 


We have book publishing licensing agreements with Simon & Schuster and Dorling Kindersley, which allow 
us the ability to publish original content in a variety of genres, including fiction, histories, how-to, and biographies 
and autobiographies. During 2008 we published four new books, including the first biography of Andre the Giant, an 
autobiography of “The Million Dollar Man” Ted DiBiase, as well as Showdowns The 20 Greatest Wrestling Rivalries of 
the Last Two Decades (a historical book) and /0 Count Trivia: Events and Championships (a Trivia book). 


Music is an integral part of the entertainment experience surrounding W WE’s live events, television programs and 
pay-per-views. We compose and record most of our music, including our Superstar entrance themes, in our recording 
studio. In addition to our own composed music, we license music performed by popular artists. 


Licensing net revenues, including music, were $60.5 million, $47.1 million, $14.7 million and $32.2 million, 
representing 11%, 10%, 6% and 8% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Home Video 


In 2008, we released 29 new home video productions and shipped approximately 4.1 million DVD and Blu-ray 
units, including catalog titles released in prior years. More widespread marketing and merchandising support at major 
retailers and replenishment of prior year titles helped to drive domestic sales. Beginning in November 2006, Genius 
Products, LLC became our exclusive domestic distributor of home videos. Outside the United States, our new releases 
and catalog titles are distributed through licensees. 


Home video net revenues were $58.5 million, $53.7 million, $35.5 million and $42.6 million, representing 11%, 
11%, 13% and 11% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Magazine Publishing 


WWE Magazine is a global men’s lifestyle publication with native language editions in Spain, Mexico, France, 
Germany and Greece. Every issue is filled with features, photos, exclusive interviews and access that fans will not see 
on television. In the US, WWE Magazine is ranked “top-5” in retail revenue for the men’s category, averaging more 
than $1 million in newsstand sales every month. More than 4.6 million readers purchase WWE Magazine every month. 
Our new WWE Kids magazine was launched in April 2008 and will publish nine issues in 2009. A WWE Kids UK 
edition launched in November 2008. 


Magazine publishing net revenues were $15.4 million, $16.5 million, $8.5 million and $11.1 million, representing 
3% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006. 


Digital Media 
(represents 7%, 7%, 8% and 5% of our net revenues in 2008, 2007, T 2006 and fiscal 2006, respectively) 


WWE.com 


Through our broadband network and sites, WWE generates revenue from the sale of online advertising, 
e-commerce, and the distribution of wireless content. Our primary website, WWE.com, attracted nearly 15 million 
monthly unique users worldwide and generated an average of 24 million streams per month in 2008, according to 
Omniture, Inc. We utilize the internet to promote our brands, to provide content, to entertain and to market and 
distribute our products. 


Our portfolio of promotional, ad-supported and transactional video content is a mix of archival footage, breaking 
news stories, original programs and live broadcasts. WWE.com updates its information as events happen on a global 
basis. 


We have continued to build upon our wireless footprint by developing a mobile content management system as we 
entered into relationships with several third party partners to produce, distribute, bill, and directly sell mobile content. 
To provision this new outlet, we produce several pieces of made-for-mobile video offerings. Domestically, we have an 
agreement with AT&T Wireless to provide exclusive content, including videos and ring tones. 


WWE.com net revenues were $16.3, $16.2 million, $7.3 million and $9.7 million, representing 3%, 3%, 3% and 
2% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


WWEShop 


WWEShop is our e-commerce storefront. The number of orders processed was essentially flat at 329,200 in 
2008 as compared to 329,100 in 2007. Category offerings continued to expand as did the sale of exclusive WWEShop 
packages. 


WWEShop net revenues were $18.5 million, $18.6 million, $13.4 million and $12.1 million, representing 4%, 4%, 
5% and 3% of total net revenues in 2008, 2007, transition 2006 and fiscal 2006, respectively. 


WWE Studios (represents 5% and 3% of our net revenues in 2008 and 2007, respectively) 


We established WWE Films to explore options in filmed entertainment in order to promote our Superstars and 
capitalize on our intellectual property and fan base. In July 2008 WWE Films changed its name to WWE Studios to 
better represent its focus on creating a diversified mix of filmed entertainment, including theatrical films, direct-to- 
DVD movies, and scripted television movies, series and reality programming. To date we have released three feature 
films See No Evil, The Marine and The Condemned. During 2008 production was completed on the feature film 
12 Rounds starring WWE Superstar John Cena, which will be released March 27, 2009 by 20th Century Fox. During 
2008 production commenced on two direct-to-DV D films co-produced and co-financed with Fox Home Entertainment: 
Behind Enemy Lines 3: Colombia starring WWE Superstar Mr. Kennedy and The Marine 2 starring WWE Superstar 
Ted DiBiase, Jr. As of December 31, 2008, we have approximately $31.7 million in capitalized feature film production 
assets. We do not participate in revenues associated with these film projects until the print and advertising costs and 
distribution expenses incurred by our distributors have been recouped and the results have been reported back to us. We 
recorded approximately $24.5 million in film revenues in 2008, compared to approximately $16.0 million in 2007. 


International 


Revenues generated outside of North America were approximately $135.2 million for 2008, $119.3 million for 2007, 
$60.4 million in T 2006 and $97.7 million in fiscal 2006. Revenues generated from international sources accounted for 
approximately 26% of total revenues generated in 2008, 25% in 2007, 23% in T 2006, and 24% in fiscal 2006. 


Creative Development and Production 


Headed by our Chairman, Vincent K. McMahon, our creative team develops compelling characters and weaves 
them into dynamic storylines that combine physical and emotional elements. Storylines are usually played out in the 
wrestling ring and unfold on our weekly television shows and on our website, and culminate or change direction during 
our pay-per-view events. 


Our results are due primarily to the popularity of our Superstars. We currently have exclusive contracts with 
approximately 150 Superstars, ranging from developmental contracts to multi-year guaranteed contracts with 
established Superstars. Our Superstars are highly trained and motivated independent contractors whose compensation 
is tied to the revenue that they help us generate. Popular Superstars include Triple H, John Cena, Batista, Shawn 
Michaels, Undertaker and Rey Mysterio. We own the rights to substantially all of our characters, and we exclusively 
license the rights we do not own through agreements with our Superstars. We continually seek to identify, recruit and 
develop additional talent for our business. In this regard, we have an arrangement with a wrestling development camp, 
Florida Championship Wrestling, to allow newly identified talent the opportunity to perform for crowds and refine 
their skills. 


Competition 


While we believe that we have a loyal fan base, the entertainment industry is highly competitive and subject to 
fluctuations in popularity, which are not easy to predict. For our live, television, pay-per-view and movie audiences, 
we face competition from professional and college sports as well as from other forms of live, filmed and televised 
entertainment and other leisure activities. We compete with entertainment companies, professional and college sports 
leagues and other makers of branded apparel and merchandise for the sale of our branded merchandise. As we continue 
to expand into the highly competitive digital media market we face increased competition from websites offering paid 
and free web-based and wireless content. Many companies with whom we compete have greater financial resources 
than we do. 


Trademarks and Copyrights 


Intellectual property is material to all aspects of our operations, and we expend substantial cost and effort 
in an attempt to maintain and protect our intellectual property and to maintain compliance vis-a-vis other parties’ 
intellectual property. We have a large portfolio of registered and unregistered trademarks and service marks worldwide 
and maintain a large catalog of copyrighted works, including copyrights in our television programming, music, 
photographs, books, magazines and apparel art. A principal focus of our efforts is to protect the intellectual property 
relating to our originally created characters portrayed by our performers, which encompasses images, likenesses, 
names and other identifying indicia of these characters. We also own a large number of internet website domain names 
and operate a network of developed, content-based sites, which facilitate and contribute to the exploitation of our 
intellectual property worldwide. 


We vigorously seek to enforce our intellectual property rights by, among other things, searching the internet to 
ascertain unauthorized use of our intellectual property, seizing goods that feature unauthorized use of our intellectual 
property and seeking restraining orders and/or damages in court against individuals or entities infringing our intellectual 
property rights. Our failure to curtail piracy, infringement or other unauthorized use of our intellectual property rights 
effectively, or our infringement of others’ intellectual property rights, could adversely affect our operating results. 


Employees 


As of February 2009 we had 564 employees. This headcount excludes our Superstars, who are independent 
contractors. In January 2009, WWE announced that it was reducing approximately 10% of its staff across all areas of its 
global operations. Our in-house production staff is supplemented with contract personnel for our television production. 
We believe that our relationships with our employees are generally satisfactory. None of our employees are represented 
by a union. 


Regulation 


Live Events 


In various states in the United States and some foreign jurisdictions, athletic commissions and other applicable 
regulatory agencies require us to obtain licenses for promoters, medical clearances and/or other permits or licenses for 
performers and/or permits for events in order for us to promote and conduct our live events. In the event that we fail 
to comply with the regulations of a particular jurisdiction, we may be prohibited from promoting and conducting our 
live events in that jurisdiction. The inability to present our live events over an extended period of time or in a number 
of jurisdictions could lead to a decline in the various revenue streams generated from our live events, which could 
adversely affect our operating results. 


Television Programming 


The production of television programming by independent producers is not directly regulated by the federal 
or state governments, but the marketplace for television programming in the United States and internationally is 
substantially affected by government regulations applicable to, as well as social and political influences on, television 
stations, television networks and cable and satellite television systems and channels. We voluntarily designate the 
suitability of each of our television shows using standard industry ratings, and all of our programming carries a PG 
rating. A number of governmental and private-sector initiatives relating to the content of media programming have 
been announced. Changes in governmental policy and private-sector perceptions could further restrict our program 
content and adversely affect our levels of viewership and operating results. 


Available Information 


Copies of our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, current reports on Form 8-K, 
and any amendments to those reports, are available free of charge on our website at http://corporate:wwe.com as soon 
as reasonably practicable after such reports are filed with the Securities and Exchange Commission. None of the 
information on any of our websites is part of this Annual Report on Form 10-K. Our Corporate Governance Guidelines, 
Code of Business Conduct and charters of our Audit Committee and Compensation Committee are also available on our 
website. A copy of any of these documents will be mailed to any stockholder without charge upon request to us at World 
Wrestling Entertainment, Inc., 1241 East Main Street, Stamford, CT 06902, Attn: Investor Relations Department. 


Item 1A. Risk Factors 


There are inherent risks and uncertainties associated with our business that could adversely affect our operating 
performance and financial condition. Set forth below are descriptions of those risks and uncertainties that we currently 
believe to be material, but the risks and uncertainties described below are not the only risks and uncertainties that could 
affect our business. See the discussion under “Cautionary Statement for Purposes of the ‘Safe Harbor’ Provisions of 
the Private Securities Litigation Reform Act of 1995” in Item 7, Management’s Discussion and Analysis of Financial 
Condition and Results of Operations, in this Annual Report on Form 10-K. 


Our failure to maintain or renew key agreements could adversely affect our ability to distribute television 
and pay-per-view programming which could adversely affect our operating results. 


Our television programming 1s distributed by broadcast and cable networks, and our pay-per-view programming is 
distributed by pay-per-view providers. Because our revenues are generated, directly and indirectly, from the distribution 
of our televised and pay-per-view programming, any failure to maintain or renew arrangements with these distributors 
or the failure of the distributors to continue to provide services to us could adversely affect our operating results. We 
regularly engage in negotiations relating to substantial agreements covering the distribution of our cable, broadcast 
and/or pay-per-view television by carriers located in the United States or abroad. 


Our failure to continue to develop creative and entertaining programs and events would likely lead to a 
decline in the popularity of our brand of entertainment and could adversely affect our operating results. 


The creation, marketing and distribution of our live and televised entertainment, including our pay-per-view 
events, is at the core of our business and is critical to our ability to generate revenues across our media platforms and 
product outlets. Our failure to continue to create popular live events and televised programming would likely lead to a 
decline in our television ratings and attendance at our live events, which would adversely affect our operating results. 


Our failure to retain or continue to recruit key performers could lead to a decline in the appeal of our 
storylines and the popularity of our brand of entertainment, which could adversely affect our operating 
results. 


Our success depends, in large part, upon our ability to recruit, train and retain athletic performers who have the 
physical presence, acting ability and charisma to portray characters in our live events and televised programming. 
We cannot assure you that we will be able to continue to identify, train and retain these performers in the future. 
Additionally, we cannot assure you that we will be able to retain our current performers during the terms of their 
contracts or when their contracts expire. Our failure to attract and retain key performers, or a serious or untimely injury 
to, or the death of, or unexpected or premature loss or retirement for any reason of any of our key performers, could 
lead to a decline in the appeal of our storylines and the popularity of our brand of entertainment, which could adversely 
affect our operating results. 


The loss of the creative services of Vincent K. McMahon could adversely affect our ability to create popular 
characters and creative storylines, which could adversely affect our operating results. 


For the foreseeable future, we will depend heavily on the vision and services of Vincent K. McMahon. In addition 
to serving as Chairman of our Board of Directors, Mr. McMahon leads the creative team that develops the storylines 
and the characters for our televised programming and live events. Mr. McMahon is also an important member of our 
cast of performers. The loss of Mr. McMahon due to unexpected retirement, disability or death or other unexpected 
termination for any reason could have a material adverse effect on our ability to create popular characters and creative 
storylines, which could adversely affect our operating results. 


A continued decline in general economic conditions and disruption of financial markets could adversely 
affect our business. 


Our operations are affected by general economic conditions, which affect consumers’ disposable income. The 
demand for entertainment and leisure activities tends to be highly sensitive to the level of consumers’ disposable 
income. A continued decline in general economic conditions could reduce the level of discretionary income that our 
fans and potential fans have to spend on our live and televised entertainment and consumer products, which could 
adversely affect our revenues. Volatility and disruption of financial markets could limit our clients’, licensees’ and 
distributors’ ability to obtain adequate financing to maintain operations and result in a decrease in sales volume that 
could have a negative impact on our business, financial condition and results of operations. Our television partners 


derive revenues from our programming by the sale of advertising, and we sell advertising directly on our website and 
in our magazines. As widely reported, the advertising market has been impacted by the weak economic environment. 
Continued softness in the market could adversely affect our revenues or the financial viability of our distributors. 


Our accounts receivable represent a significant portion of our current assets and relate principally to a 
limited number of distributors, increasing our exposure to bad debts and potentially impacting our results of 
operations. 


A substantial portion of our accounts receivable are from distributors of our pay-per-view, television, home video 
and magazine products. Adverse changes in general economic conditions and continued contraction in global credit 
markets could precipitate liquidity problems among our key distributors. This could increase our exposure to losses 
from bad debts and have a material adverse effect on our business, financial condition and results of operations. 


A decline in the popularity of our brand of sports entertainment, including as a result of changes in the 
social and political climate, could adversely affect our business. 


Our operations are affected by consumer tastes and entertainment trends, which are unpredictable and subject 
to change and may be affected by changes in the social and political climate. Our programming is created to evoke a 
passionate response from our fans. A change in our fans’ tastes or a material change in the perceptions of our business 
partners, including our distributors and licensees, whether as a result of the social and political climate or otherwise, 
could adversely affect our operating results. 


Changes in the regulatory atmosphere and related private sector initiatives could adversely affect our 
business. 


While the production of television programming by independent producers is not directly regulated by the federal 
or state governments in the United States, the marketplace for television programming in the United States is affected 
significantly by government regulations applicable to, as well as social and political influences on, television stations, 
television networks and cable and satellite television systems and channels. We voluntarily designate the suitability 
of each of our television shows using standard industry ratings, and all of our television currently has a PG rating. 
Domestic and foreign governmental and private-sector initiatives relating to the content of media programming are 
announced from time to time. Changes in these governmental policies and private-sector perceptions could further 
restrict our program content and adversely affect our levels of viewership and operating results. 


The markets in which we operate are highly competitive, rapidly changing and increasingly fragmented, 
and we may not be able to compete effectively, especially against competitors with greater financial resources or 
marketplace presence, which could adversely affect our operating results. 


For our live, television and pay-per-view audiences, we face competition from professional and college sports, 
as well as from other forms of live and televised entertainment and other leisure activities in a rapidly changing and 
increasingly fragmented marketplace. The manner in which audio/video content is distributed and viewed is constantly 
changing, and while we attempt to distribute our content across all platforms, our failure to continue to do so effectively 
could adversely affect our operating results. For the sale of our consumer products, we compete with entertainment 
companies, professional and college sports leagues and other makers of branded apparel and merchandise. Many of the 
companies with whom we compete have greater financial resources than we do. 


Our failure to compete effectively could result in a significant loss of viewers, venues, distribution channels or 
performers and fewer entertainment and advertising dollars spent on our form of sports entertainment, any of which 
could adversely affect our operating results. 


We face uncertainties associated with international markets. 


Our production of live events overseas subjects us to the risks involved in foreign travel and local regulations, 
including regulations requiring us to obtain visas for our performers. In addition, these live events and the licensing 
of our television and consumer products in international markets expose us to some degree of currency risk. All 
international operations are subject to political instability inherent in varying degrees in those markets. These risks 
could adversely affect our operating results and impair our ability to pursue our business strategy as it relates to 
international markets. 
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We may be prohibited from promoting and conducting our live events if we do not comply with applicable 
regulations. 


In the United States and some foreign jurisdictions, athletic commissions and other applicable regulatory agencies 
require us to obtain licenses for promoters, medical clearances and/or other permits or licenses for performers and/or 
permits for events in order for us to promote and conduct our live events. In the event that we fail to comply with the 
regulations of a particular jurisdiction, we may be prohibited from promoting and conducting our live events in that 
jurisdiction. The inability to present our live events over an extended period of time or in a number of jurisdictions 
could lead to a decline in the various revenue streams generated from our live events, which could adversely affect our 
operating results. 


Because we depend upon our intellectual property rights, our inability to protect those rights or our 
infringement of others’ intellectual property rights could adversely affect our business. 


Our inability to protect our large portfolio of trademarks, service marks, copyrighted material and characters, 
trade names and other intellectual property rights from piracy, counterfeiting or other unauthorized use could negatively 
affect our business. Intellectual property is material to all aspects of our operations, and we expend substantial cost and 
effort in an attempt to maintain and protect our intellectual property and to maintain compliance vis-a-vis other parties’ 
intellectual property. We have a large portfolio of registered and unregistered trademarks and service marks worldwide 
and maintain a large catalog of copyrighted works, including copyrights to our television programming, music, 
photographs, books, magazines and apparel art. A principal focus of our efforts is to protect the intellectual property 
relating to our originally created characters portrayed by our performers, which encompasses images, likenesses, 
names and other identifying indicia of these characters. We also own a large number of Internet website domain names 
and operate a network of developed, content-based sites, which facilitate and contribute to the exploitation of our 
intellectual property worldwide. 


We vigorously seek to enforce our intellectual property rights by, among other things, searching the Internet 
to ascertain unauthorized use of our intellectual property, seizing at our live events goods that feature unauthorized 
use of our intellectual property and seeking restraining orders and/or damages in court against individuals or entities 
infringing our intellectual property rights. Our failure to curtail piracy, infringement or other unauthorized use of 
our intellectual property rights effectively, or our infringement of others’ intellectual property rights, could adversely 
affect our operating results. 


We could incur substantial liabilities if pending material litigation is resolved unfavorably. 


We are currently a party to civil litigation, which, if concluded adversely to our interests, could adversely affect 
our operating results. In the ordinary course of business we become subject to various complaints and litigation matters. 
The outcome of litigation is inherently difficult to assess and quantify, and the defense against such claims or actions 
can be costly. Any adverse judgment significantly in excess of our insurance coverage could materially and adversely 
affect our financial condition or results of operations. 


We could incur substantial liability in the event of accidents or injuries occurring during our physically 
demanding events. 


We hold numerous live events each year. This schedule exposes our performers and our employees who are 
involved in the production of those events to the risk of travel and performance-related accidents, the consequences of 
which may not be fully covered by insurance. The physical nature of our events exposes our performers to the risk of 
serious injury or death. Although our performers, as independent contractors, are responsible for maintaining their own 
health, disability and life insurance, we self-insure medical costs for our performers for injuries that they incur while 
performing. We also self-insure a substantial portion of any other liability that we could incur relating to such injuries. 
Liability to us resulting from any death or serious injury sustained by one of our performers while performing, to the 
extent not covered by our insurance, could adversely affect our business, financial condition and operating results. 


We will continue to face the risk of impairment charges relating to our feature films if the demand for one 
or more of our films does not meet our expectations. 


We have substantial capitalized film costs. The accounting for our film business in accordance with generally 
accepted accounting principles entails significant judgment calls as to expected future revenues from films. If expected 
revenue for one or more of our films does not materialize because viewers’ demand does not meet expectations, we 
would lose money on the film, taking an impairment charge and writing down the capitalized costs of the film. 
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Through his beneficial ownership of a substantial majority of our Class B common stock, Mr. McMahon can 
exercise control over our affairs, and his interests may conflict with the holders of our Class A common stock. 


We have Class A common stock and Class B common stock. The holders of Class A common stock generally 
have rights identical to holders of Class B common stock, except that holders of Class A common stock are entitled to 
one vote per share, and holders of Class B common stock are entitled to ten votes per share. Holders of both classes of 
common stock generally will vote together as a single class on all matters presented to stockholders for their vote or 
approval, except as otherwise required by applicable Delaware law. 


A substantial majority of the issued and outstanding shares of Class B common stock is owned beneficially by 
Vincent K. McMahon. Mr. McMahon controls approximately 88% of the voting power of the issued and outstanding 
shares of our common stock. Through his beneficial ownership of a substantial majority of our Class B common stock, 
Mr. McMahon effectively can exercise control over our affairs, and his interest could conflict with the holders of our 
Class A common stock. In addition, the voting power of Mr. McMahon through his ownership of our Class B common 
stock could discourage others from initiating potential mergers, takeovers or other change of control transactions. As a 
result, the market price of our Class A common stock could decline. 


We could face a variety of risks if we expand into new and complementary businesses. 


We have entered into new or complementary businesses in the past and may do so again in the future. Risks 
of expansion may include, among other risks: potential diversion of management’s attention and other resources, 
including available cash, from our existing businesses; unanticipated liabilities or contingencies; reduced earnings 
due to increased amortization, impairment charges and other costs; competition from other companies with more 
experience in such businesses; and possible additional regulatory requirements and compliance costs. 


A substantial number of shares are eligible for sale by Mr. McMahon, and the sale of those shares could 
lower our stock price. 


Although the Company is not aware of any such plans, sales of substantial amounts of our Class B common stock 
by Mr. McMahon or family trusts over whose stock he has power to dispose, or the perception that such sales could 
occur, may lower the prevailing market price of our Class A common stock. 


Our Class A common stock has a relatively small public “float.” 


Historically, as a result of our relatively small public float, our Class A common stock has been less liquid than the 
common stock of companies with broader public ownership, and the trading prices for our Class A common stock have 
been more volatile than generally may be the case for more widely-held common stock. Among other things, trading of 
a relatively small volume of our Class A common stock may have a greater impact on the trading price of our Class A 
common stock than would be the case if our public float were larger. 


Item 1B. Unresolved Staff Comments 


None. 
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Item 2. Properties 


We have executive offices, television and music recording studios, post-production operations and warehouses at 
locations in or near Stamford, Connecticut. We also have offices in New York, London, Toronto and Los Angeles, and 
have recently established regional international offices in Sydney, Australia; Tokyo, Japan; and Shanghai, China. We 
own the buildings in which our executive and administrative offices, our television and music recording studios and our 
production operations are located. We lease space for our sales offices, WWE Studios office, and other facilities. 


Our principal properties consist of the following: 





Facility Location Square Feet Owned/Leased Expiration Date of Lease 
Executive offices ........... Stamford, CT 114,300 Owned — 

Production studio ........... Stamford, CT 39,000 Owned — 

Ring/Photo studio........... Stamford, CT 5,600 Leased May 31, 2012 

WWE Studios office......... Los Angeles, CA 5,300 Leased June 30, 2013 

Sales offices ............... Various 16,400 Leased Various through April 9, 2016 


All of the facilities listed above are utilized in our Live and Televised Entertainment, Consumer Products and 
Digital Media segments, with the exception of the WWE Studios office in Los Angeles, which focuses on our WWE 
Studios segment. 


We have recently upgraded our television production facility to produce high definition broadcasting. In order to 
allow for future growth we have performed the initial planning for an expansion of our television production facility. 
However, management has elected to delay the start of any construction project until the economic environment 
improves. 


Item 3. Legal Proceedings 


See Note 11 to Notes to Consolidated Financial Statements, which is included elsewhere in this Form 10-K. 


Item 4. Submission of matters to a vote of Security Holders 


None. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 
Securities 


Our Class A common stock trades on the New York Stock Exchange under the symbol “WWE.” There is no 
established public trading market for our Class B common stock. 


The following table sets forth the high and the low sale prices for the shares of Class A common stock as reported 
by the New York Stock Exchange and the dividends paid on shares of Class A and Class B common stock for the 
periods indicated. 




















Fiscal Year 2007 
Quarter Ended March 31 June 30 September 30 December 31 Full Year 
Class A common stock price per share: 
High isc sced ethene tnd ans etaoe Pied Acne os $16.66 $ 18.60 $16.69 $15.84 $18.60 
TOW ice shiek teh ok Gate Oe ok ee Shak Theis $15.50 $15.58 $13.49 $13.95 $13.49 
Class A and Class B dividends paid per share ..... $ 0.24 $ 0.24 $ 0.24 $ 0.24 $ 0.96 
Fiscal Year 2008 
Quarter Ended March 31 June 30 September 30 December 31 Full Year 
Class A common stock price per share: 
Highs: loses tsetse ceciba se beens sees ee dee $19.48 $ 19.86 $17.13 $15.99 $19.86 
LOWi re setios. oui ea se eh ee eee ae $13.35 $14.97 $13.94 $ 8.76 $ 8.76 
Class A dividends paid per share ............... $ 0.36 $ 0.36 $ 0.36 $ 0.36 $ 1.44 
Class B dividends paid per share............... $ 0.24 $ 0.24 $ 0.24 $ 0.24 $ 0.96 














There were 10,501 holders of record of Class A common stock and five holders of record of Class B common stock 
on February 6, 2009. 


On February 13, 2009, the Board of Directors authorized a regular quarterly cash dividend of $0.36 per share on 
all Class A common shares not held by the McMahon family. Shareholders of record on March 13, 2009 will be paid 
on or about March 25, 2009. Beginning with the quarterly dividend payment in March 2008, Vincent K. McMahon, 
Linda E. McMahon and members of their immediate family, as well as trusts for members of their family, have waived 
their respective rights to any portion of the quarterly cash dividend in excess of the first $0.24 per share. This waiver 
applies to all Class A and Class B common stock beneficially owned by any of the parties for a three year period ending 
February 2011, subject to earlier termination in the event of the death of Vincent K. McMahon, the majority stockholder. 
This waiver does not apply to any dividends other than regular quarterly cash dividends that may be declared by the 
Board of Directors in the future or to shares of Class A or Class B common stock following a transfer of the shares by 
any of these parties to any unrelated third parties. 


Our quarterly cash dividend is based on a number of factors, including our liquidity and historical and projected 
cash flows. The declaration and payment of dividends is subject to the discretion of the Board of Directors. Any 
determination as to the payment of dividends will depend on general economic and business conditions, our strategic 
plan, our financial results, contractual and legal restrictions and such other factors as the Board of Directors may 
consider to be relevant. 
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Equity Compensation Plan Information 


The following table sets forth certain information with respect to securities authorized for issuance under equity 
compensation plans as of December 31, 2008. 


Number of securities 











Number of securities remaining available for 
to be issued upon Weighted-average future issuance under 
exercise of outstanding exercise price of equity compensation plans 
options, warrants outstanding options, (excluding securities 
Plan Category and rights warrants and rights reflected in column (a)) 
(a) (b) () 
Equity compensation plans approved by 
security holders: 
1999 Long Term Incentive Plan 
Stock options ........ 00. cece een ee 645,388 $14.00 — 
Restricted stock units..................0.. 401,990 N/A — 
2007 Omnibus Incentive Plan 
Performance stock units................00. 783,579 N/A 3,823,690 
Equity compensation plans not approved by 
security holders ........... 00.000 e cee eee N/A N/A N/A 
WO talcstie ccc Sci cecceig etic Ghee teogs a pide yen ete ees 1,830,957 3,823,690 


Item 6. Selected Financial Data 


The following table sets forth our selected financial data for the twelve months ended December 31, 2008 and December 
31, 2007, the eight month transition period ended December 31, 2006 and each of the three fiscal years in the period ended 
April 30, 2006. The selected financial data as of December 31, 2008, December 31, 2007, and December 31, 2006 and for 
the years ended December 31, 2008 and December 31, 2007, the eight month transition period ended December 31, 2006 
and the fiscal year ended April 30, 2006 have been derived from the audited consolidated financial statements included 
elsewhere in this Annual Report. The selected financial data as of April 30, 2006, April 30, 2005 and April 30, 2004 and 
for the fiscal years ended April 30, 2005 and April 30, 2004 have been derived from our audited consolidated financial 
statements, which are not included in this Annual Report. You should read the selected financial data in conjunction with 
our consolidated financial statements and related notes and the information set forth under “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” contained elsewhere in this Annual Report. 


For the periods ended December 31, _ For the periods ended April 30, 

















2008 2007 T 2006 2006 2005 2004 
Financial Highlights: 
Net revenués ic) s.cic8. docdaopoce vee SSS FRAT S $526.5 $485.7 $262.9 $400.1 $366.4 $374.9 
Operating income............ eee eee eee eee $ 70.3 $ 68.4 $ 39.2 $ 705 $ 50.3 $ 73.6 
Income from continuing operations............... $45.4 §$ 52.1 $ 316 $ 47.0 $ 378 $ 49.6 
Net income (1). .cst ae ie ee tae ate eet se $454 $ 52.1 $ 316 $ 47.0 $ 39.1 $ 48.2 
Earnings per share from continuing operations, 
diluted i.fc0 3425 ebehigcet deh a eee ees $0.62 §$ 0.72 $044 $ 067 $ 0.54 $ 0.72 
Earnings per share, diluted..................005. $ 0.62 $ 0.72 $ 044 $ 0.67 $ 0.56 $ 0.70 
Dividends paid per share ..............0 000 ce eee $144 $ 0.96 $ 0.72 $0.72 $ 0.36 §$ 0.16 
Cash and short-term investments................. $177.3 $266.4 $248.2 $280.9 $258.1 $273.3 
As of December 31, As of April 30, 
2008 2007 T 2006 2006 2005 2004 
POtal as Sets sais P Meteo eee et, Grate $429.4 $470.1 $453.3 $479.4 $441.4 $454.3 
Totaldebt 5. cae watts ss 4a EEE EN eee tS $ 49 $ 5.8 $ 67 $ 72 $ 80 $ 87 
Total stockholders’ equity ................00000- $360.0 $383.4 $385.7 $396.2 $375.5 $353.1 





(1) Included in our net income was the operating results of our discontinued operations, The World and the XFL, and 
their respective estimated shutdown costs, which totaled approximately $1.4 and ($1.4) during fiscal 2005 and 
fiscal 2004, respectively. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

You should read the following discussion in conjunction with the audited consolidated financial statements and 
related notes included elsewhere in this Form 10-K. 
Background 


The following analysis outlines all material activities contained within each of our four segments. 


Live and Televised Entertainment 


e —__ Revenues consist principally of ticket sales to live events, sales of merchandise at these live events, television 
rights fees, sales of television advertising and sponsorships, and fees for viewing our pay-per-view and 
video-on-demand programming. 


Consumer Products 
° Revenues consist principally of the direct sales of WWE produced home videos and magazine publishing and 
royalties or license fees related to various WWE themed products such as video games, toys and books. 
Digital Media 
° Revenues consist principally of advertising sales on our websites, sale of merchandise on our website 
through our WWEShop internet storefront and sales of various broadband and mobile content. 
WWE Studios (formerly WWE Films) 


e Revenues consist of our share of receipts from the distribution of filmed entertainment featuring our 
Superstars. We participate in revenues generated under the distribution of the films through all media after 
the print and advertising and distribution costs incurred by our distributors have been recouped and the 
results have been reported to us. 


We provide updated information on the key drivers of our business including live event attendance, pay-per-view 
buys, home video shipments, website traffic, and online merchandise sales on a monthly basis on our corporate website 
http://corporate.wwe.com. Such information is not incorporated herein by reference. 
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Results of Operations 


Year Ended December 31, 2008 compared to Year Ended December 31, 2007 (dollars in millions) 






































Summary 

Net Revenues 2008 2007 
Live and Televised Entertainment ........0.0 0.000 c ccc cece cee cent enn ees $ 331.5 $316.8 
Consumer Products .:.. zt ects Mat ee et eee as aes oe 135.7 118.1 
Digital Media wn ccc sala) ae RAS oe De pe ed ee eed 34.8 34.8 
WWE Studios: %.c05 doce uta’ bode supe enka Yelicbe Pika Vokes bow eds wee ah 24.5 16.0 
TOtAL ve scale baling Sealapecte eb Dae Sapo FDR ORs Ohba t's dukea, Bahleag, abducens, ds $ 526.5 $485.7 
Cost of Revenues 2008 2007 
Live and Televised Entertainment ..........0.. 000. ccc ce cece ence ene enn ees $ 221.2 $202.8 
Consumer Products... oc hace hes, foe yee GP oad Hea F aad ee eed Dede oeas oe 52.1 45.6 
Digital Media ix. ie-c. cca Hees Sa na a a iene ye ee eee 22.9 21.3 
WW EES tdi OS ie: f 9 ieee crates Seated tle cs ek ie ES not eee Be sie tac tat ha, 15.6 29.1 
oe) Ripeaes. Sere ected erin Vecee en ine Seon ak CR pie ts, aN Ae Mr aoe CES eee enorme $ 311.8 $298.8 
Profit contribution margin... 21... teen teen teens 41% 38% 
Operating Income 2008 2007 
Live and Televised Entertainment ..........0.0 0000 c ccc cece cee cent enn ees $ 92.4 $100.2 
Consumer: Products nico sect totes aes Chie we ago ead IAS a ed EE RS 76.5 68.6 
Digital: Médiaic2 esc cnt eae ees See i ee Re Sn ee 6.2 6.3 
W WE Studidss, <.ci.scewlnc caus tenklentte dasaals oe eee a wae ean eee her sce dene! 7.2 (14.8) 
Corporate 2. c.f seet haha ea ee ts ee is et eS (112.0) (91.9) 
Total operating inCOme : tsie-. sass eels eat oe Sal aah Se GN RAR SS wee Mate $70.3 $ 68.4 
Income from continuing operations. .......0 0. ccc ence ene eens $ 45.4 $ 52.1 











Our Live and Televised Entertainment segment benefited from strong performances both at international and 
North American live events as well as higher television rights fees in both domestic and international markets. Our 
licensing based revenue accounted for approximately 45% of our Consumer Products segment in 2008 as compared to 
40% in 2007, primarily due to amounts earned as part of a license with our book publisher. Digital Media revenues were 
essentially unchanged from the prior year. Revenues related to WWE Studios accounted for $24.5 million, reflecting 
a full year of revenue, compared with the $16.0 million recorded in the prior year which revenues began in the third 
quarter of 2007. 


Revenues derived from international sources represented 26% and 25% of total net revenues in 2008 and 2007, 
respectively. 
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Live and Televised Entertainment 


The following chart provides performance results and key drivers for our Live and Televised Entertainment 
segment: 

















Revenues-Live and Televised Entertainment 2008 2007 
Live: events cg sateen Yani ee uroat Docda Mane Pad te hae Mesa eed Ae $ 105.7 $ 99.3 
Number of North American events ......... 0.000 c eect teens 242 233 
Average North American attendance... 0.2.0.0... 0. c ccc eeeeeeee 6,400 6,600 
Average North American ticket price (dollars) ........... 000 cece cece eee $ 40.98 $ 40.47 
Number of international events .......... 00.0 e ccc ete ees 77 75 
Average international attendance.... 02... 0. eect ete 8,500 7,700 
Average international ticket price (dollars) ......... 0. ccc cece eee eee $ 78.96 $ 79.60 
Venue merchandise eyes ou xce eater os Mask eb dalla beatae naue neta dette ls $ 18.5 $ 19.1 
Domestic per capita spending (dollars) 20.0.0... ccc ccc cc cece eens $ 10.35 $ 10.75 
Pay=per-ViGw oi. 25 Sere fae 5 oded a, Hodalsap a, Pada Pepsi ee Sad LY wlan Fok ae FO $ 91.4 $ 94.3 
Number of pay-per-view events... 02.0.0... cect e eee ees 14 15 
Number of buys of pay-per-Views .... 0.0... eect teens 5,034,400 5,200,800 
Average revenue per buy (dollars) .......0 0.0.0 c ccc ccc cece eee eens $ 17.76 $ 17.43 
Domestic retail price, excluding WrestleMania (dollars)............0.0.00000. $ 39.95 $ 39.95 
Domestic retail price WrestleMania (dollars) ....... 0.000 $ 54.95 $ 49.95 
Television rights fees 
DOMEStIOxsoa2e's 2a ee eladgn ewes Games cee hee flaw taleme au deat a ti dincals $ 63.5 $ 59.6 
Intermnationalls¢.s0 44.0 22-54 522 ta5 2026331 See 88 hi hs iid Ble ee he et aed $ 37.2 $ 32.8 
Television: advertising: 26: rose sit tod oe evapo akin tne nae Baa eS $ 74 $ 5.9 
WWE 24/7 Classics on Demand... .. 0... ccc eect nee enn $ 6.3 $ 49 
OTHER 4 od.cise thes lon cena c8e dome dls wae ah Sow als oe Abs sss Mice se eoae $ 1.5 $ 0.9 
Total $331.5 $ 316.8 
Ratings: 
Average weekly household ratings for Raw. ........... 000. eee 3.4 3.7 
Average weekly household ratings for SmackDown...............0000 0000s 2.4 2.7 
Average weekly household ratings for ECW... 2.2... es 1.3 1.5 
Cost of Revenues-Live and Televised Entertainment 2008 2007 
Live CVentS e258 shi Oe a ene eG Bete Sa oS ee See a A ate D $ 74.3 $ 71.2 
Vente,merchandise:. 234. gcu28 nthe yee ME See ee ae a 11.2 11.4 
PAay=PereView: serch chk heat AS te tat Ege SE ttl Ae ate 49.8 43.6 
TeleViSION?. v6.03 asorisacere See te terteceeu aelasceeee nee leek doen cierlds 75.8 66.5 
‘Television advertising 3: 340 nichet ch Mtoe eae be Sees Pe eS 0.8 0.9 
WWE 24/7 Classics on Demand... 1.0.02... teeta 1.8 2.1 
Other arse sev On RL eh Gs uence ates act athe meee aie es Monae 7.5 7.1 
Totals ecpo cea Non pad eee ed eee eat peddle ode eee Mars coe ee ae $ 221.2 $ 202.8 
Profit contribution margin .... 2... cette n eens 33% 36% 


Live events revenue reflects approximately $64.0 million for North American events and $41.7 million for 
international events in 2008 as compared to $61.9 million for North American events and $37.4 million for international 
events in 2007. During 2008, average attendance at our North American events was approximately 6,400 while average 
attendance at our international events was approximately 8,500. During 2007, North American average attendance was 
approximately 6,600 and average international attendance was approximately 7,700. Live events profit contribution 
margin was 30% in 2008 as compared to 28% in 2007. 


Venue merchandise revenues in 2008 were impacted by the slight decline in North American average attendance 
and per capita spending dollars. Venue merchandise profit contribution margin was 39% in 2008 as compared to 40% 
in 2007. 
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Pay-per-view revenue reflects approximately 5.0 million buys in 2008 as compared to 5.2 million buys in 2007. 
In 2008, our premier annual pay-per-view event, WrestleMania XXIV, generated approximately 1.1 million buys as 
compared to 1.2 million buys for WrestleMania XXIII. Domestic buys, which carry a higher price per buy, represented 
66% of total buys in 2008 and 2007. The pay-per-view profit contribution margin was 46% in 2008 as compared to 
54% in 2007, reflecting additional spending in guest talent pay, promotion and consumer advertising in support of 
WrestleMania XXIV. 


The increase in domestic and international television rights fees reflects our new agreement with MyNetworkTV 
as well as contractual increases in several territories. The increase in television cost of revenues reflects higher 
production and staging costs incurred related to our broadcasting in high definition. 


Advertising revenues include sales of advertising in our Canadian television programs and sponsorships. Advertising 
cost of revenues reflects costs associated with the increased sponsorship related activities in the current year. 


WWE 24/7 Classics On Demand, our subscription based video-on-demand service, generated higher revenues 
based on the expanded number of subscribers from the prior year. WWE 24/7 Classics On Demand is currently offered 
in approximately 80% of video-on-demand enabled homes in the United States. 


Consumer Products 


The following chart provides performance results and key drivers for our Consumer Products segment: 




















Revenues-Consumer Products 2008 2007 
THCONSING xen ree eats oN ae ede eeaed Bae eee Bak © Seaeete Sect ween ee a $ 60.5 $ 47.1 
Magazine publishing 2 ore act oie Soe eee en Seed dae eS $ 15.4 $ 16.5 
Net-units sold 2%)20:0. Geo ct Jee ot Badd ad ida Sale See aes 4,702,800 4,858,400 
Home: videorteccds ec Poe lads hk Cd ed Mate de ule eet ge Pa as $ 58.5 $ 53.7 
Gross. DVD Units) eccv tn ets ee ion tee a Bag Sen edi, bh ah Ie Re ee 4,053,719 4,034,167 
OSB sesnae stste egg hs tarsus ean hte ace en eS Ce Ss SERIE Rha, DS Eco $ 1.3 $ 0.8 
Ota tatenae ests nih ces vik Oe Te lt ag NSS oe 74 art Avis He ER fais BVA ut hp eT $ 135.7 $ 118.1 
Cost of Revenues-Consumer Products 2008 2007 
TEIGEMSIN Och etl od tn atts ae etl ta Nake Pt et Bs lt aS $ 13.6 $ 11.9 
Magazine publishing? tce.2.0% ges sateen tad a8 egal cage oa See dag aee sea ae 13.3 11.4 
Home: VideO: oven: ech te at ee eer dt et oe Sa Oe SS Re Dee 24.2 21.6 
Others: ets se fees wale ew adh ownlsw ee asind dsweinds Sens Sue eee mee ae eels 1.0 0.7 
TOtalls 238 cs Soak 8 tt OR oak Ane 2 oes a Oe 2 Ne eet ee eee oe $ 52.1 $ 45.6 
Profit contribution margin... 2... eet eens 62% 61% 


Licensing revenues in 2008 reflect approximately $12.8 million in the toy category, $25.3 million in the videogame 
category and $9.3 million related to apparel and novelties. In 2007, revenues reflected approximately $14.3 million in 
the toy category, $18.3 million in the videogame category and $9.4 million related to apparel and novelties. 2008 reflects 
revenues from the videogame title “SmackDown vs. Raw 2008” released in seven platforms versus four platforms 
for the prior release in this series. Licensing revenues related to books were approximately $6.4 million higher in 
the current year, primarily due to amounts earned as part of a license with our book publisher. Licensing revenue is 
dependent upon the release schedule of products and is affected by the timing of when licensees report results to us. 
Licensing cost of revenue consists primarily of talent royalties and agent commissions paid to our licensing agents. The 
licensing profit contribution margin was 78% in 2008 as compared to 75% in 2007. 


Magazine publishing revenues declined in the current year due to lower newsstand sell-through rates as we 
published twenty-six issues in 2008 as compared to twenty-one issues in 2007. In April 2008, we began publishing a 
new magazine titled WWE Kids, a bi-monthly publication for 6-14 year old WWE fans, which generated approximately 
$0.9 million in revenue. The magazine publishing profit contribution margin was 14% in 2008 as compared to 31% in 
2007 as the profit margin was adversely impacted by the lower sell-thru rates and higher publication costs. 


19 


Home video revenue reflects the sale of approximately 4.1 million gross DVD units in 2008 as compared to 
4.0 million gross units in 2007. Included in the successful titles released in 2008 was WrestleMania XXIV, which 
shipped approximately 326,000 gross units. The increase in home video costs is due to higher distribution fees and 
advertising. The home video profit contribution margin was 59% in 2008 as compared to 60% in 2007, reflecting the 
aforementioned cost increases. 


Digital Media 


The following chart provides performance results and key drivers for our Digital Media segment (dollars in 
millions, except average revenues per order): 


























Revenues-Digital Media 2008 2007 
W WE Com) 4.2.2.5 ae Set aihs Gd bad EE OS WR ee aS $ 16.3 $ 16.2 
WW ESHOP. sncneics srecaactodastar a odscienadpe atest aecnmne acme | nee todace ne Siaiee ude aiamerenes 18.5 18.6 
DO tal ese pes esaae css cece eanegeere «Lav ctioncs yc ancian Rctiaes mal peaaneh ame gn eva een arta oees nanacper one cha od $ 34.8 $_34.8 
Average revenues per order (dollars)... 0... ccc cette ne ees $54.77 $54.94 
Cost of Revenues-Digital Media 2008 2007 
WWE. COI tects oversees ce ea oa aie alec 28 cae ee hte a ie cee oe Ea noe ttt $ 8.8 $ 7.6 
W WESHOD 3.65. 38 c tet Oe cE OREM Ck NARS eS SG eke dS 14.1 13.7 
Totals... sctson cet sin chen ea aids mead herd eeddi kehu eth oe et heed eeedadeen be $ 22.9 $ 21.3 
Profit contribution margin ... 1... cee etn n tenets 34% 39% 


WWE.com revenue in 2008 reflects additional web advertising and wireless content. Web-based advertising 
accounted for approximately $10.6 million in revenues as compared to $10.4 million in 2007. The WWE.com profit 
contribution margin was 46% in 2008 as compared 53% in 2007, reflecting higher costs associated with web content. 


WWEShop revenue in 2008 reflects approximately 329,200 customer orders, essentially flat to the prior year. 
The average customer spend, $54.77 per order, was essentially flat to the prior year as well. The WWEShop profit 
contribution margin was 24% in 2008 as compared to 26% in the 2007, partially reflecting an increase in material 


costs. 
WWE Studios 


The following chart provides performance results and key drivers for our WWE Studios segment (dollars in 
millions, except average revenues per order): 














Revenues-WWE Studios 2008 2007 
WWE Studios: o.o5 seeded ay Bae VAG We Dodd alghoand Pace oa Dek VeRO VEL See BAS $24.5 $16.0 
Cost of Revenues-W WE Studios 2008 2007 
WWE: Studios is cnc betes ve suet a there he tes cos QICSIUE Ruma ghan wes nant uname OR $15.6 $29.1 
Profit contribution margin... 0... eee teen tenes 36% (82%) 


WWE participates in revenues associated with our film projects when the distribution and advertising costs 
incurred by our distributors have been recouped and the results have been reported to us. During 2008, revenues from 
our WWE Studios segment was $24.5 million, relating to our three feature films The Marine, See No Evil and The 
Condemned. During 2008 we expensed $15.6 million of feature film production assets, including a $1.9 million film 
asset impairment charge related to the performance of See No Evil and approximately $0.9 million of development costs 
for abandoned projects. 


During 2007 we recorded $16.0 million in revenue and expensed approximately $29.1 million of feature film 
production assets, including a $15.7 million film asset impairment charge related to the performance of our theatrical 
release, The Condemned, and approximately $0.4 million of development costs for abandoned projects. 
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The following chart reflects the amounts of certain significant overhead items: 























Selling, General & Administrative Expenses 2008 2007 
Stati related s.:3.5 voce oti k St rahe tach tn a ge aes $ 55.2 $ 50.3 
Legal, accounting and other professional.... 1.0.2.0... 0.00 cece cece ete eee 16.6 14.0 
Stock:compensationis....: 2 0st044 0s och als eee deg oe alps eee wee eee ea ee ees 8.0 7.8 
Advertising: and promotiotiv.:.. se sccne es cig cea Ss ONE Wd a ENE Oe ee 11.6 5.4 
Badidep tx cccag iain acta ih odd ah eS Me ae eee 2.5 0.1 
AML Other 2-46 ogee aha eanioe MaRS att ae ace Bas PRR Re und Soe 37.4 31.5 
Total SG&A «gb sie Gace Sack Geet ale anion Mente nade ava a die en Maem jab Few ie Os $131.3 $109.1 
SG&A as a percentage of net revenues .......... 0... 25% 23% 


Staff related expenses increased in the current year due in part to the continued expansion of our Digital Media 
content staff and advertising sales force and additional personnel related to our international expansion. The increase 
in legal, accounting and other professional fees reflected additional litigation based expense based on case activity. 
Stock compensation expense includes amortization of restricted stock unit and performance stock unit grants issued to 
employees. Advertising and promotion costs in 2008 include $3.5 million associated with our McMahon’s Million Dollar 
Mania™ brand awareness campaign. WWE was reimbursed $2.0 million, net of tax, for the prize money associated with 
this event by the Chairman of WWE, Vincent K. McMahon. Additional advertising and promotion costs of approximately 
$1.2 million were also incurred in support of our new international offices. Bad debt expense in the current year reflects 
an increase for specifically identified accounts due to difficulties encountered in our collection efforts. 


2008 2007 
Depreciation and amortization... 0.0... . eee nen ee eee e eens $ 13.1 $ 93 





The increase in depreciation and amortization expense reflects the initial depreciation charges associated with 
the assets purchased for our implementation of high definition broadcasting. 











2008 2007 

TN VeStment in Ome es. 2etcse hoses occ ead Be os eke RS i UR aca. a Eee gb neste es $ 5.9 $ 9.1 
The decline in investment income reflects lower investment balances. 

2008 2007 

Tniterestiexpense:.s sins Aahd ao ebe hod ORRe Vehod eRe Bed ade ey ae Heed Weed $ 0.4 $ 0.6 

2008 2007 

Other (expense) income, net 2.6... cee teen tenet eens $ (6.4) $ (0.5) 


Other expense, net includes a mark-to-market adjustment for the revaluation of warrants held in licensees and 
realized losses on foreign currency transactions. 








Provision for Income Taxes 2008 2007 
Provision: 42.30 2 ON OP taht wt it Oth mat te oT st seit 6 ae ag th Gig h alt Baa fe $ 23.9 $ 24.3 
effective taxctate stickied ji 8 A hee aR ohh iste a ns Rc Rich eh bch 35% 32% 


The increase primarily represents tax benefits related to previously unrecognized tax benefits in the prior period, 
and less tax exempt investment income in the current period. 
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Twelve Month Year Ended December 31, 2007 compared to Eight Month Transition Period Ended December 31, 
2006 (dollars in millions) 




















Summary 

Net Revenues 2007 T 2006 
Live and Televised Entertainment ..........0. 0.00. cece cence eet e net nee nes $316.8 $183.0 
Consumer: Products! i203 oi eikonal eas at atte ee tin Se Se oe tte 118.1 59.2 
Digital: Médiaiis.:s ste siec'siee.s yobs eaters ha Se eaters Saou ds tew uae d be mL eaRercest ely 34.8 20.7 
W.WE Studios cite. taes tate ei ci Bae ele Pia A eet ae Ge ota Ae eb abe 16.0 — 
POtall tis Lotta vey oe avid aes ee Me oe ee hte oe inet Seale SE eae Pete aele $485.7 $262.9 
Cost of Revenues 2007 T 2006 
Live and Televised Entertainment ..........0.. 000. c cece cece ence eee e tenes $202.8 $114.9 
Consumer Products ssc esta iin see dS Ss SRN go Rie Ee OER RT na EER SES 45.6 28.7 
Digital Média es sifsieg nsw pede beer hao PD OT PHOT TE SORA Eb ses eed es aes 21.3 13.5 
WWE Studios). .a27 cae el eh eee eA eee Ee Oot aes GaN Sa 29.1 — 
TOtall oie eciete Motte cd Oi at rete Getta cael a en ccetie uno A a ea An Sate ac eect SRE Ra eM Os te a de eset $298.8 $157.1 
Profit contribution margin... 2.1... ketene tenet t nena 38% 40% 
Operating Income 2007 T 2006 
Live and Televised Entertainment ............ 0.00. cece ccc nett en eee $100.2 $ 57.0 
Consumer Products: ..< 2b. ect Se lees Slee tos oe Gale eee ee ee 68.6 26.9 
Digital Media... occa ta Ae ee ee ee Re eed De ee Pe ns 6.3 3.8 
WWE Studios: i nc.5 df notoeie eed e Vek ie EM EELSRA a Hes Hales yond oeaeuen se Dake (14.8) (1.1) 
Corporates 0h 5 old fhe odet aitlnet tad tata Cl tA eee Ae eel J ne ahd dh (91.9) (47.4) 
Total operating incOME 2.1... 6. een ent net ene nes $_68.4 $ 39.2 
Income from continuing operations ........ 0. eee eenn cence ens $ 52.1 $31.6 








Our Live and Televised Entertainment segment benefited from strong performances both at international and 
North American live events as we achieved total average attendance of 6,800 in 2007 as compared to 5,300 in the eight 
month transition period. Our licensing based revenue accounted for approximately 40% of our Consumer Products 
segment in 2007 as compared to 25% of segment revenues in the transition period, reflecting higher toy and apparel 
based revenue. It should be noted that the 2006 transition period did not reflect “holiday season” licensing sales which 
are recorded as the results are reported to us in the first calendar quarter. In addition, our magazine publishing business 
continued to grow, reflecting our increased circulation. Digital Media revenues for web based advertising and wireless 
products accounted for $16.2 million in 2007 as compared to $7.3 million in the eight month transition period. In 2007 
we recorded our first revenues related to our features film releases, as a total of $16.0 million has been recorded for our 
films The Marine and See No Evil. 


Revenues derived from international sources represented 25% and 23% of total net revenues in 2007 and T 2006, 
respectively. 
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Live and Televised Entertainment 


The following chart provides performance results and key drivers for our Live and Televised Entertainment segment: 




















Revenues-Live and Televised Entertainment 2007 T 2006 
TIVES VETS 20252 cvardeoncct tetas Alcs Fate aN Cena ec Ce dna te Sete aid epee ghee alana ee ee aca Parent g $ 99.3 $ 52.3 
Number of North American events .........00 0.0 c cece ect e ee ee ne 233 212 
Average North American attendance ........ 00.0... c ccc 6,600 4,860 
Average North American ticket price (dollars) ......... 00... cece cece eee $ 40.47 $ 35.53 
Number of international events ..........0 00... 75 34 
Average international attendance... .. 02... 0... cece teens 7,700 8,290 
Average international ticket price (dollars) ..... 2.0.0... ccc eee eee ee $ 79.60 $ 68.47 
Weniuetmerchandises. 22.0.0 tee te le lA ht Ae ee ee ot el ah $ 19.1 $ 12.1 
Domestic per capita spending (dollars) ...... 0.0... e cece eee $ = 10.75 $ 10.89 
Pay-per-view s 220 .citaeate Set toes Gated de ASR yh AAA ie SEE at 4 $ 94.3 $ 53.4 
Number of pay-per-view events. .... 00.0... 15 10 
Number of buys from pay-per-view events .......... 00.0. cece cece eee eee 5,200,800 3,287,300 
Average revenue per buy (dollars). 0.0.0... ccc cece ete ees $ 17.43 $ 15.46 
Domestic retail price, excluding WrestleMania (dollars)............0000 000 ee $ 39.95 $ 39.95 
WWE 24/7 Classics On Demand .......... 0000 c cece cece cnet e eee ane $ 4.9 $ 2.0 
RAV ETUISITIS ee ct tect Sant ncn oa cen teh na ea heh ee Sali Nad Nese nas Sache ee $ 5.9 $ 4.5 
Sponsorship advertising. .... 0... 0. t ene eens $ 1.2 $ 0.5 
Television rights fees 
Domestion: 2x06. wastewaarsh oa cee age ak ate tals eae Bas bn aos $ 59.6 $ 38.0 
International: .4).30446.084 hide Res ie tae ed SAGA tS $ 32.8 $ 20.7 
Othe oe Sie Bee ke Bek hee Be ate lun tiole oe seed ues Sues cages cae Se es aut $ 0.9 — 
TOA 3) peed coreg ect overt: Saciencaed Gekcarky Pobllcs, gO cates bee necks de ecatal bP sata tn Beudese prabevare Pal ockeau's setae $316.8 $ 183.0 
Ratings: 
Average weekly household ratings for Raw. ........... 00 0c ccc 3.7 3.9 
Average weekly household ratings for SmackDown...............0.0000 005 2.7 2.4 
Average weekly household ratings for ECW... 2.2... ee 1.5 1.9 
Cost of Revenues-Live and Televised Entertainment 2007 T 2006 
TWivereventsiwe id te te etter Wl ga he tL) Ae the st tl el fate YN $ 71.2 $ 40.9 
Venue-merchandise: ss asset on cee cted gate Bens eN oe ee eae de eS 11.4 8.1 
Pay-per-view s20c) ha nit as eh ot ae eas Laem edt oe eta el eee s 43.6 19.3 
WWE 24/7 Classics on Demand... 1... 0... eee ett eeae 2.1 _ 
ACVeriSING +32 Sc ie ee eee Ge es a Aas ay eee elaine 0.9 (0.1) 
Televislome:.¢. sit 2 Fh SOE Geta St hecls hati ite et en RN SE Se 66.5 40.4 
OTE boo ce vratey 2S Rachel e eats SA HY Renal opted deaths 2 ete naen Pepa deactdtats 71 6.3 
Totals pace ruscoy Maca thas Oee ae le Pees Olae eu ea deaeeeeoce Selecta $202.8 $114.9 
Profit contribution margin ... 2.6... tte eens 36% 37% 


Live events revenue reflects approximately $61.9 million for North American events and $37.4 million for 
international events in 2007 as compared to $36.6 million for North American events and $15.7 million for international 
events in the eight month 2006 transition period. During 2007, average attendance at our North American events 
was approximately 6,600 while average attendance at our international events was 7,700. During the 2006 transition 
period, North American average attendance was approximately 4,900 and average international attendance was 8,300. 
No stand-alone Extreme Championship Wrestling (“ECW’’) branded events were produced in 2007. During the 2006 
transition period, we produced 38 ECW events that were held in smaller venues and consequently generated lower 
attendance and revenues per event as compared to our Raw and SmackDown brands. Beginning in 2007, ECW’s 
live events were combined with our SmackDown brand. Live events profit contribution margin was 28% in 2007 as 
compared to 22% in the 2006 transition period. 
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Venue merchandise revenues in 2007 were positively impacted by the increase in North American average 
attendance. Per capita spending dollars for venue sales were essentially flat. Venue merchandise profit contribution 
margin was 40% in 2007 as compared to 33% in the eight month transition period, reflecting lower cost of sales from 
the expiration of a consulting services agreement and reduced material costs. 


Pay-per-view revenue reflects approximately 5.2 million buys in 2007 as compared to 3.3 million buys in the 
2006 transition period. The average number of buys reported for the fifteen events that occurred in 2007 was 347,000 
as compared to 300,000 buys for the ten events that occurred in the 2006 transition. In 2007, our premier annual pay- 
per-view event, WrestleMania XXIII, generated approximately 1.2 million buys. WrestleMania XXII occurred in April 
2006 and is therefore not included in the results of the 2006 transition period. Domestic buys, which carry a higher 
price per buy, represented 66% of total buys during 2007 as compared to 61% of total buys in the 2006 transition 
period. The pay-per-view profit contribution margin was 54% in the twelve month 2007 period as compared to 64% in 
the eight month transition period. The 2007 profit margin reflected additional spending in pay-per-view promotion and 
consumer advertising in support of WrestleMania. 


Advertising revenues included the sales of advertising on our Canadian television programs as well as various 
domestic sponsorship packages. Advertising cost of revenues reflected costs associated with the increased sponsorship 
related activities in the current year. 


The increase in domestic television rights fees was primarily due to the rights fees received for our ECW 
programming in 2007. The increase in television cost of revenues is primarily due to the production of television shows 
while on tour internationally, as we produced six of these televised international shows in 2007 as compared to two 
shows during the transition period. 


Consumer Products 


The following chart provides performance results and key drivers for our Consumer Products segment: 




















Revenues-Consumer Products 2007 T 2006 
Licensing. Cees ne ete Cale ERE SPAS DEERE TE be EE ARSE athe $ 47.1 $ 14.7 
Magazine publishing .........0 0.0.0. e eee ene e nee es $ 16.5 $ 8.5 
Net-tinits:S0l dite enn hee oe Re abt Boe ok ol ea ee eet 4,858,400 2,793,600 
TOI Vid Oss, ice cotcir eh desc Pe acer ae aad ae Peek ee OO EE OEE NE $ 53.7 $ 35.5 
Gross:DVD units 0 ee el hoe Eas Oe tS oh 4,034,167 3,283,800 
Othe 4 chins elie te Peth obits o eeleine a cag ee ola Oaae Be wel oee nee ee Blanes $ 0.8 $ 0.5 
TOCA cron nlsieters iste iodelste etn Sans Serine Beas meee s ew Be SAU Ree hee alseetnd $ 118.1 $ 59.2 
Cost of Revenues-Consumer Products 2007 T 2006 
Gicensitied 40032 ete Re ee AG a nee ee Bee hs os Se $ 11.9 $ 3.8 
Magazine publishing: 2+:<5es 24-05 Gnesnged steer hs nie ea hho de eee 11.4 6.8 
HIOME VIGO: 63. hsh at Oo oe Cac EC Oe Lae a LE a te ate ca Ae a 21.6 17.8 
Othe i429, nllotny seins Doetin oo Seine Seeing Beaches ee hs Sau a shears oe leetnad 0.7 0.3 
TOtal cise atelier lek ingeltns eebang.t Seis Bea wee Es ewe Bs Mew alseee akors om alsreatnd $ 45.6 $ 28.7 
Profit contribution margin ... 1.2... ete eens 61% 52% 


Licensing revenues in 2007 reflect approximately $14.3 million in the toy category, $18.3 million in the 
videogame category and $9.4 million related to apparel and novelties. 2007 reflected revenues from the videogame 
title “SmackDown vs. Raw 2007” released in four platforms versus two platforms for the prior release in this series. 
The success of our apparel program in the United States, South Africa, the United Kingdom, and Australia helped 
to generate approximately $6.1 million in 2007. In the 2006 transition period, revenues reflected approximately $5.0 
million in the toy category, $2.9 million in the videogame category and $3.3 million related to apparel and novelties. 
Licensing revenue was dependent upon the release schedule of products and was affected by the timing of when 
licensees report results to us. Licensing cost of revenue consisted primarily of talent royalties and agent commissions 
paid to our licensing agents. The licensing profit contribution margin was 75% in 2007 as compared to 74% in the 2006 
transition period. 
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In July 2006, we began publishing a new magazine titled WWE Magazine that replaced our two former 
magazines, Raw and SmackDown. Including our ‘special’ magazine titles that are published periodically during the 
year, we published twenty-one issues in 2007 as compared to sixteen issues in the 2006 transition period. The magazine 
publishing profit contribution margin was 31% in 2007 as compared to 20% in the 2006 transition period. The profit 
contribution in the 2006 transition period was impacted by additional editorial and content costs associated with the 
creation of the new WWE Magazine. 


Home video revenue reflects the sale of approximately 4.0 million gross DVD units in 2007 as compared to 
3.3 million gross units in the 2006 transition period. Included in the successful titles released in 2007 was 
WrestleMania XXIII, which shipped approximately 367,000 gross units. The increase in home video costs is due to the 
increased volume of home video units shipped in the 2007. The home video profit contribution margin was 60% in 2007 
as compared to 50% in the 2006 transition period, reflecting improved distribution and production costs. 


Digital Media 


The following chart provides performance results and key drivers for our Digital Media segment (dollars in 
millions, except average revenues per order: 














Revenues-Digital Media 2007 T 2006 
WW ECOMM aeons i. dipenes caste seh ane ashpst Madan neh ee PRO eh na naar a lgen eae hance $ 16.2 $ 7.3 
W:WEShop Sate sh. te hat ecw aah he Coed te dls a Meee tia east 18.6 13.4 
WOtal.s.cs 4.65 onset ah sae Ses dela ah St yaaa aN eA we Hades BL ghee hist yt ate ee $34.8 $20.7 
Average revenues per order (dollars)... 00... etc eeeeene $54.94 $53.24 
Cost of Revenues-Digital Media 2007 T 2006 
W WEGOM hire cts eideleh otis s Shia sees whee teas oad The a Eeee sw ee ae RG ee Se $ 7.6 $ 43 
W.WESHOp i eriacstveinss sais ncn we N ste eaten uarat dees eG Gea teas Whe a eh aia BAE at a 13.7 9.2 
MPOt AD cape acsennaact ane euts tates ats Rearrange Ness Cau tiees ag dale Cope tihed Mog Sst as hahaa: bP Bd nna $213 $13.5 
Profit contribution margin ... 0... cette nent nen nees 39% 35% 


WWE.com revenue in 2007 reflects additional web advertising and wireless content. Web-based advertising 
accounted for approximately $10.4 million in revenues as compared to $5.5 million in the 2006 transition period. 2007 
also included approximately $4.3 million in wireless based revenues, primarily driven by our deal with AT&T Wireless 
to provide exclusive WWE content, including videos and ring tones. The WWE.com profit contribution margin was 
53% in 2007 as compared 41% in the 2006 transition period. 


WWEShop revenue in 2007 reflects approximately 329,100 customer orders as compared to 244,000 customer 
orders in the 2006 eight month transition period. The sale of exclusive WWEShop packages and an increase in the 
variety of products available on WWEShop contributed to the increase in average customer spend per order. The 
WWEShop profit contribution margin was 26% in 2007 as compared to 35% in the 2006 transition period. 


WWE Studios 


During 2007, revenues from our WWE Studios segment were $16.0 million. WWE participates in revenues 
associated with our film projects when the distribution and advertising costs incurred by our distributors have been 
recouped and the results have been reported to us. The revenue recorded in 2007 relates to our feature films The Marine 
and See No Evil. No revenues had been recorded in the 2006 transition period. 


In 2007, we expensed approximately $29.1 million of feature film production assets. Included in this amount 
was a $15.7 million film asset impairment charge related to the performance of our April 2007 theatrical release, 
The Condemned, which only achieved approximately $7.4 million in gross domestic box office receipts. Our feature 
film production asset balance was expensed in proportion with the recognition of revenue. During 2007 we expensed 
$13.0 million of feature film production assets due to the revenue recorded relating to The Marine and See No Evil, for 
which we expensed $8.5 million and $4.5 million, respectively. Additionally, we expensed approximately $0.4 million 
of development costs for abandoned projects. 
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The following chart reflects the amounts of certain significant overhead items: 














Selling, General & Administrative Expenses 2007 T 2006 
Staff related. A33Gi3ut ete ee Sekt ee Reh Oe Ra Nes ae Ae eee le ee $ 50.3 $29.9 
Legal, accounting and other professional.......... 0... cece cece eet eee eens 14.0 6.1 
Stock-compensation «2.066426 Hoke ee ed ae eed ea Se eee beds 7.8 4.8 
Advertising and promotion. .........0.. 00. c ccc cc eet ene tenn neae 5.4 3.4 
Badidebt-s cco ty cha kids Gite Meat Miter he Gace atirantt wh patel Gd se cel dle Me oly 0.1 (1.6) 
AlbOther-s 242.19 Necagalieae de Gouslseee Meds eee sens Seee sea een deeseue weeks 31.5 18.4 
Total SG&A rcs tobe alre oe aohen swe da bela: ee oehas Sees seq vee sees aD Pepa $109.1 $61.0 
SG&A as a percentage of net revenues ........ 0... cette eee nee 23% 23% 


Staff related expenses increased due in part to the continued expansion of our Digital Media content staff 
and advertising sales force. The increase in legal, accounting and other professional fees primarily reflected costs 
associated with our Talent Wellness Program, which provides testing and monitoring of various health related areas for 
the Superstars. Stock compensation expense in 2007 included amortization of restricted stock unit and performance 
stock unit grants issued to employees. Bad debt expense in the transition period included the reversal of previously 
reserved accounts for which we subsequently recovered. 

















2007 T 2006 

Depreciation and amortization. ....... 0.0.6 c ccc eee tent nett e eens $ 9.3 $ 5.6 
Depreciation expense increased due to the addition of capital projects. 

2007 T 2006 
Investmentincome:2.¢.3-223.4. 224 Roh Chee A Ah ESS OME ORAS BIS REE Re et ae $ 9.1 $ 64 

2007 T 2006 
IMLEESt EX PCNSE? 2.5 ck als seed Mewaledee snack abe comuee seed oy secloe seis Monbeak $ 0.6 $ 0.4 

2007 T 2006 
Other (expense) income, net... 6... cee eee e eee t teenies $ (0.5) $ 0.9 
Provision for Income Taxes 2007 T 2006 
ProvaSiON se. 6. ec Bode eee ek he ee Gee oR is De eB ee $ 24.3 $14.5 
Effective taxate yn sisi to Ssts Sept isnt Aa asee, Bt t tae bret, elena SA Bites aaa hose 32% 31% 


The 2007 effective tax rate is consistent with the 2006 Transition period’s rate due to high levels of tax-exempt 
interest, the continued increased tax benefits from domestic production activities and the impact of the reversal of 
liabilities established for previously unrecognized tax positions. 
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Eight Month Transition Period Ended December 31, 2006 compared to Twelve Month Fiscal Year Ended April 30, 
2006 (dollars in millions) 


























Summary 

Net Revenues T 2006 2006 
Live and Televised Entertainment ........... 0.00. c cece cece eect nent eens $183.0 $290.8 
Consumer: Products: <. e204 oN elie hided ea Ae tt ein Mle ale Ae dl Ale 59.2 86.4 
Digital: Mediai ec is acs fines) oss adore dade onder Sage dsturewee oe ages wee sd 20.7 22.9 
W.WE Studios! ac. 2tt ats ta te ook Bee ee ERAS Se ee ow Bae ee oe — — 
Ota Shs crept rctei ve. be toed ageie oerenteeet aia, seaied aes RIG Ns nee ee a re ae oe pretreat $262.9 $400.1 
Cost of Revenues T 2006 2006 
Live and Televised Entertainment ..........0.0 0.00. c cece ccc nee e nent teen e ee $114.9 $178.6 
Consumer Products: crs ose obese oe ee aa a ees SRR Ea BOR ERE S 28.7 34.4 
Digital: Média. 2.23 oy uss.) s bee adwere hae ppageelt Sheed SoweU Re eRad aoe hee Ved weeed 13.5 14.2 
WWE Studios: on.2- cece eee OP ee ee ee is CAR ea Gee — — 
TO ta ciate eis eee ch te a tl cd ERS LIe ee ans pe aa le edie, Rie atin Nitec img be OS ioe MA Beek wes $157.1 $227.2 
Profit contribution margin... 0.0... ect enn ene n eens 40% 43% 
Operating Income: T 2006 2006 
Live and Televised Entertainment ..........0. 0.00. c cece ccc eee tenet teens $ 57.0 $ 93.9 
Consumer: Products.¢ 2b. ek Ge ae eke Sale Rie ee SE ee Wa ele eat 26.9 46.4 
Digital Medias = cect Asha ete ee bd ia edd eee De aa ee ek 3.8 2.9 
WWE Studios osc. f ooeoleteewode Veeee Roles Peas Fe dy lee yeni doe acearmean & Dada (1.1) (1.3) 
COTpOrates 4 eins vind ots doa tla tad sass Ole a thats Cs oh be il tt td oh toh tbe ete Me (47.4) (71.4) 
Total:operating incomes). 45.24044 fe cctchstanetsa a hoe icaate Sheed Ao Rk dae tc lp A ee ccle acs e $39.2 $_70.5 
Income from continuing operations... 0.0.0.0... cece t nee ens $ 31.6 $47.0 





Our eight month 2006 transition period results were positively impacted by several factors. In our Live and 
Televised Entertainment segment, our live events reflected strong North American attendance and corresponding sales 
of merchandise at these events. In our Consumer Products segment, our home video business continued to surpass 
previous shipment records as the number of DVDs shipped in the eight month transition period exceeded shipments for 
the entire twelve month fiscal 2006 period. These positive factors were offset, in part, by the absence of $13.7 million 
of domestic cable advertising sales in our Live and Televised Entertainment segment, due to our agreement with the 
USA Network. 


Revenues derived from international sources represented 23% and 24% of total net revenues in the 2006 transition 
period and fiscal 2006, respectively. 
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Live and Televised Entertainment 


The following chart provides performance results and key drivers for our Live and Televised Entertainment 
segment: 




















Revenues-Live and Televised Entertainment T 2006 2006 
LIVES VENtS 32. yr etee dha acadanscore FPSO Se ¥ Se ONES Se Se bine Pad leaden: $ 52.3 $ 75.0 
Number of North American events... 1.0... 0.00. es 212 248 
Average North American attendance... ......... 00.0 cece eee eee ee ees 4,860 4,990 
Average North American ticket price (dollars). ........... 0000s cee eee eee $ 35.53 $ 37.34 
Number of international events..........0.. 000. eee te eee ees 34 52 
Average international attendance ............ 00. e ect eee 8,290 9,160 
Average international ticket price (dollars).......... 0.0.00 ccc e eee eee ee $ 68.47 $ 69.18 
Venue merchandise sions sc eke ee eae vate ale aaa amon Sao $ 12.1 $ 14.7 
Domestic per capita spending (dollars)........0. 0.00 ccc ccc cece eee eee $ 10.89 $ = 10.57 
Pay=per-vVie wens, aoc gy) Sade etna ap cara Pea Shee Poe aha eles eae aca 8 hat wile tO sar $ 53.4 $ 94.8 
Number of pay-per-view events ...... 0.0... ccc cece tenes 11 16 
Number of buys from pay-per-view events. .......... 000. e cece eee eee ees 3,287,300 6,241,100 
Average revenue per buy (dollars) ..... 0... 0c ccc cence tenes $ 15.46 $ 14.96 
Domestic retail price, excluding WrestleMania (dollars) ..........00..00000. $ 39.95 $ 34.95 
AV eTHSING ¢ cow te A cipcete ce cide ed te et Rae oO ne tho tha conte $ 4.5 $ 22.6 
Sponsorship advertising 2.0.0.0... cece eect cence nns $ 0.5 $ 2.8 
Television rights fees 
DOMESHC 4.5.04) othe t Jats te 28 ek A $ 38.0 $ 53.0 
WPePM ATOM a lentes nat gS cate ort teachin ant es 2, ante unin ti cet cine AE rah hee $ 20.7 $ 28.5 
Others A ties, ats Se LE a at etal ae kd Tate ee LE $ 2.0 $ 22 
WOtaM 4 Ba tbl eA det Buk ces eleadet. h Siesta tah Asie la ee aed SUA lela Nl lan $ 183.0 $ 290.8 
Ratings ss carne o dew te ueeieG eg teh add a sipee eed ees e oe ek eee eee Ss 
Average weekly household ratings for Raw .... 0.00.0... eee 3.9 4.0 
Average weekly household ratings for SmackDown ..................0005: 2.4 2.8 
Average weekly household ratings for ECW ............. 0.0 cee eee eee 1.9 — 
Cost of Revenues-Live and Televised Entertainment T 2006 2006 
LAVE EVENS (5 bestia tend a hots on he Sh Se Ae BRE Bet te $ 40.9 $ 56.9 
Venue: merchandise seta. oct aegis cule ne BE eee 8.1 10.6 
Pay-per-view 25 24 ce ee be ea ee ed ed De ia eee 19.3 42.2 
AdVertising o.2.0/0cc3.) Khaleda Se oe Sedo dea edocs Vaca, PE, Oe era, eed oP eee (0.1) 6.8 
Mele VISIO wc. 5 sch elena tenet det erates eo ae ae tc aint das tee te a whaler Vales, 40.4 53.8 
OTC, sirshan tte as peice cae eae es cid Seana, caged toh Sen nainacs ad sto teeth ict nea hy Ss 6.3 8.3 
Total osc sty gene nee sieaie dale cele eee eG bow deer Gwe an ery OeThecuay eee bees $ 114.9 $ 178.6 
Profit contribution margin... 2... ccc tent enene 37% 39% 


Live events revenue reflects approximately $36.6 million for North American events and $15.7 million for 
international events in the 2006 transition period as compared to $46.7 million for North American events and $28.3 
for international events in fiscal 2006. During the 2006 transition period, average attendance at our North American 
events was approximately 4,900 while average attendance at our international events was 8,300. This compares to 
fiscal 2006 North American average attendance of approximately 5,000 and average international attendance of 9,200. 
We produced 38 Extreme Championship Wrestling (“ECW”’) branded events in the transition period which had an 
average attendance of 1,100 and an average ticket price of approximately $25.00. ECW events were held in smaller 
venues which generated lower attendance and revenues per event as compared to our Raw and SmackDown brands. 
Excluding our ECW events, North American average attendance was approximately 5,700 in the transition period, or a 
14% increase from fiscal 2006. The live events profit contribution margin was 22% in the eight month transition period 
as compared to 24% in the twelve month fiscal 2006 period. This decline in profit contribution was due, in part, to the 
costs associated with the production of the ECW events in the transition period. 
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Venue merchandise revenues in transition 2006 were positively impacted by the increase in North American 
average attendance as the per capita spending dollars for venue sales were consistent with fiscal 2006. The venue 
merchandise profit contribution margin was 33% in the eight month transition period as compared to 28% in the twelve 
month fiscal 2006 period. This increase in profit margin reflected a reduction in building rental costs in the 2006 
transition period. 


Pay-per-view revenue reflects approximately 3.3 million buys in the 2006 transition period as compared to 6.2 
million buys in fiscal 2006. The domestic retail price of our pay-per-view events was increased from $34.95 to $39.95 in 
July 2006, representing our first increase in retail price in more than four years. The average number of buys reported 
for the 11 events that occurred in the 2006 transition period and the 16 events that occurred in fiscal 2006 were 300,000 
and 325,000, respectively. This decline in the number of buys was offset, in part, by the increased domestic retail price. 
International buys, which carry a lower price per buy, represented 39% of total buys during the transition period as 
compared to 37% of total buys in fiscal 2006. The pay-per-view profit contribution margin was 64% in the eight month 
transition period as compared to 55% in the twelve month fiscal 2006 period. The fiscal 2006 period included an 
investment in global marketing campaigns in support of our pay-per-view programming which consequently reduced 
the profit margin. 


Advertising revenues in the 2006 transition period included sales of advertising on our Canadian television 
programs and various sponsorship packages that totaled approximately $4.5 million. Under the terms of our domestic 
cable distribution agreement with USA Network, which began in October 2005, we no longer sell or participate in any 
domestic cable advertising. The decrease in advertising cost of revenues reflects the absence of costs associated with 
selling domestic cable advertising in the transition period. 


Domestic television rights fees in the 2006 transition period reflect payments received for our ECW program on 
the SCI FI Channel that were not included in fiscal 2006. International rights fees for the 2006 transition period are 
consistent with rights fees received in fiscal 2006. The television profit contribution margin was 31% in the eight month 
transition period as compared to 34% in fiscal 2006. This reduction is due, in part, to an overall increase in the costs 
incurred to produce televised events, including additional direct costs for the production of our weekly ECW television 
program. 


Consumer Products 


The following chart provides performance results and key drivers for our Consumer Products segment: 


























Revenues-Consumer Products T 2006 2006 
TiCENSIN 54%, 2 Pht occ Rist d Gee OPER GORE ERAS EERE SE ee A ARSE othe $ 14.7 $ 32.2 
Magazine publishing .........0. 0000. cece cece eet eee aee $ 8.5 $ 11.1 
Netunits Sol det enn A ie eal Bat oe oh ee Sees 2,793,600 4,096,700 
OME Vide Os. che ere hoa che caco raed Caren ae ET ac oe ER $ 35.5 $ 42.6 
Gross: DVD Units.) 00 eee ee se ee et hk ied ela ee 3,283,800 2,883,200 
Otis o stein od tae os ete Salt Ouleine Beas Hb EER OME Dea eee nears nips ats $ 0.5 $ 0.5 
TOtals cryeea/sietee’ feb edclsee ence SOs Beare be ties ee bit Se ules e aloha aisee aad $ 59.2 $ 86.4 
Cost of Revenues-Consumer Products T 2006 2006 
TiGenSiN8 He Psaeiy hss eae sae a eRe LAT BE OSES as Bowes le eels s $ 3.8 $ 8.5 
Magazine publishing «2: ..4.0\sisc kw ate ied aoe ceed eg ok MAES MEAS as 6.8 6.9 
HOME VIdEO8. & oS te ent os woe ore Mahe Soe enc 17.8 18.6 
Othe rage teeth eile te ees Ga ah ee ae Pct ce ts ance alte le se 0.3 0.4 
TOtal yc ogee ee Sak Boa ee the es ee ih cod Dot tw eanle Mane deel ates ee eae $ 28.7 $ 34.4 
Profit contribution margin ... 0... cette enn eee 52% 60% 


Licensing revenues in the 2006 transition period reflect approximately $5.0 million in the toy category, $2.9 million 
in the videogame category and $3.3 million related to novelties and apparel. In fiscal 2006, revenues reflected 
approximately $8.5 million in the toy category, $14.5 million in the videogame category and $4.5 million related to 
novelties and apparel. Videogame revenue is dependent upon the release schedule of new games and licensees reporting 
results to us. Fiscal 2006 reflects revenues from two new titles released as compared to no revenues reported for new 
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releases in the transition period. Revenues from our videogame release in 2006 was reported in 2007. Licensing cost of 
revenue consists primarily of talent royalties and agent commissions paid to our licensing agents. The licensing profit 
contribution margin was 74% in both the eight month 2006 transition period and the twelve month fiscal 2006 period. 


In July 2006, we began publishing anew magazine titled WWE Magazine that replaced our two former magazines, 
Raw and SmackDown. Including magazine special issues, we published sixteen issues in the 2006 transition period as 
compared to thirty-two issues in fiscal 2006. The magazine publishing profit contribution margin was 20% in the eight 
month transition period as compared to 38% in the twelve month fiscal 2006 period. The decline in the profit contribution 
margin reflects our increased editorial and content costs associated with producing our new WWE Magazine. 


Home video revenue reflects the sale of approximately 3.3 million gross DVD units in the 2006 transition period 
as compared to 2.9 million gross units in fiscal 2006. Included in the successful titles released in the 2006 transition 
period was WrestleMania XXII, which shipped approximately 425,000 gross units, representing our largest selling 
DVD release in our history. The increase in home video costs is primarily due to the increased volume of home video 
sales in the transition period, reflecting higher duplication and distribution fees. The home video profit contribution 
margin was 50% in the 2006 transition period as compared to 56% in fiscal 2006, reflecting a decline in the sell- 
through percentage in the transition period. 


Digital Media 


The following chart provides performance results and key drivers for our Digital Media segment (dollars in 
millions, except average revenues per order): 




















Revenues-Digital Media T 2006 2006 
WWE Cotm ess ceils et soc ee Rte cet os cect hate ere nae PA Sates Aa tla ee Sat Aas RAS ok $ 7.3 $ 9.7 
W:WESHOp iss seacctsvctene senna ate ete aspirate ate ceneteatsuceet Aus teeta bad alest oe Sie en one rete S peal wae ete aa e a $ 13.0 $ 12.1 
Average revenues per order (dollars)... 0... 0. tent t ene n eee $53.24 $53.42 
Other secre owe ces ee nto wehce oes one Rae amet a eat kh oe ae een $ 0.4 $ 1.1 
Totals ss cceste wis acts vepyernntiny satncosp ntog Ore yeaa Sn eaned Geathrate art ale eae eceh Seaactsrer be ak eae Mutua dt aw inaedses $ 20.7 $ 22.9 
Cost of Revenues-Digital Media T 2006 2006 
W WE COM te lad culse einstein a sie ades uh eataeend tee sledee dees lebeaaten oe he $ 43 $ 5.2 
WiWEShOp® exc: ate tans eich tance Bae Wane al aon ted heat ec chet te hau coset leet Go 8.5 7.8 
OU 5 oe SG ea ite tt CED te 0.7 1.2 
Total ect ce tse tees fe pect eS Ore acest yy OereH PRET IR a Pe a aaa $ 13.5 $ 14.2 
Profit contribution margin ... 0... cette nent een n ees 35% 38% 


WWE.com revenue in the 2006 transition period reflects approximately $5.5 million in advertising revenues as 
compared to $7.3 million in fiscal 2006. Revenues for other internet based operations in the transition period, including 
webcasts of pay-per-view events, subscription based content and wireless content were $1.8 million as compared 
to $2.4 million in fiscal 2006. The WWE.com profit contribution margin was 41% in the 2006 transition period as 
compared to 46% in fiscal 2006. The reduction in the profit margin in the transition period reflects higher content 
based expenses. 


WWEShop revenue in the 2006 transition period reflects approximately 244,000 customer orders as compared 
to approximately 226,000 orders received in the twelve month period of fiscal 2006. The sale of exclusive WWEShop 
packages and an increase in the category offerings available on WWEShop contributed to the increase in the number 
of orders. The WWEShop profit contribution margin was 35% in the 2006 transition period as compared to 36% in 
fiscal 2006. 


WWE Studios 


During the eight month 2006 transition period we released two feature films, See No Evil and The Marine, to 
theaters in widespread distribution. See No Evil was released domestically in theaters in May 2006 and on DVD in 
November 2006. The Marine was released domestically in theaters in October 2006 and on DVD in January 2007. During 
the 2006 transition period we incurred approximately $16.9 million in capitalized production costs for our third feature 
film, The Condemned, which was released in April 2007. As of December 31, 2006 we had recorded approximately 
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$53.6 million in capitalized feature film production costs. We do not participate in any revenues associated with these 
film projects until the print and advertising costs incurred by our distributors have been recouped and the results have 
been reported to us. Accordingly, no revenues had been recorded in the 2006 transition period. 


The following chart reflects the amounts of certain significant overhead items: 

















Selling, General & Administrative Expenses T 2006 2006 
Staff related! s.c0cit 34. ir ec% Aepcatalieey Snel sole enerres aes cote ee coal see A $29.9 $44.7 
Legal, accounting and other professional.... 2.0.0.0... cece cece ete ee nee 6.1 10.9 
Stock: compensation’ 29.6 50/6. eka et hoe Gee eet 4.8 4.7 
Advertising and promotion. .........0.. 0. cece ccc t tte ene eens 3.4 5.2 
Bad debt. 2-55 dct ene a oe ee eee ee eda ik ws eee eee (1.6) 0.5 
PLE OU Si eset het ot eee ped eee de aeons kA a etal tare Pose laced tose 18.4 25.9 
WPOtal SGSCAE reer wisn esy ames staged nein Sine ata Sed Santas cance R keer Mada ciate su $61.0 $91.9 
SG&A as a percentage of net revenues ........ 0... cece teen ene 23% 23% 


Legal and accounting fees were reduced in the transition period based on the number of active cases in litigation 
and a reduction in the cost of Sarbanes-Oxley compliance. The fiscal 2006 amount of legal and other professional 
expenses included a $2.1 million benefit for net positive legal settlements. Bad debt expense in the transition period 
reflects the reversal of previously reserved accounts for which we expect to recover. 


T 2006 2006 
Depreciation and amortization. ........ 0... c cece eect tte eee $ 5.6 $10.5 





Depreciation and amortization expense declined as the amount of capitalized property, plant and equipment and 
film libraries that became fully depreciated and amortized continued to increase. 


T 2006 2006 





Investment IncOmMe™, 4 teiei2et Mdstivd wich eo neta tte Rte dag attach Ae ih iN ok $ 6.4 $ 7.4 


Investment income in the transition period increased based on higher short term interest rates and decreases in 
realized investment losses. 














T 2006 2006 
IMtErESt EXPENSE. vai viscosa Ree algae aad oe als bea Meee oh eles MER eales Ao eeeels $ 0.4 $ 0.6 

T 2006 2006 
Other income: net: : vstit 4 cts le tte etey itch et OR A tl tad alk EtG $ 0.9 $ 0.6 
Provision for Income Taxes T 2006 2006 
PLOVASIOI see ee eth Oe An Ske eee Pench Om syns Nene fl PrN doles, dae aad Seo eels os $14.5 $30.9 
Effective tax:Tates 4 pet Mok ates ek eh ata Rath BM hy ee ad eh eee Ne 31% 40% 


The transition period effective tax rate is lower than historical rates due to increased tax-exempt interest, increased 
tax benefits from domestic production activities and the favorable settlement of income tax examinations. In addition, 
the effective tax rate for fiscal 2006 was higher than historical rates primarily due to realized capital losses and an 
increase in state and local taxes. 


Liquidity and Capital Resources 


Cash flows provided by operating activities were $36.2 million and $98.2 million for the years ended 
December 31, 2008 and December 31, 2007, respectively, while cash flows provided by operating activities were $22.3 
and $67.3 million for the 2006 transition period and year ended April 30, 2006, respectively. Cash flows provided by 
operating activities vary, in part, due to the timing of our productions and the related amortization of feature films. 
Cash flows used for feature film production were $25.5 million, $1.8 million, $17.5 million and $7.3 million for 2008, 
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2007, the 2006 transition period and the fiscal year ended April 30, 2006, respectively. The estimated cash to be 
used in 2009 for film production costs is expected to be $10.0 to $12.0 million, depending on the number and type of 
film projects selected. Working capital, consisting of current assets less current liabilities, was $221.7 million, $276.1 
million and $255.3 million at December 31, 2008, December 31, 2007 and December 31, 2006, respectively. 


Net cash flows provided by investing activities were $21.7 million in 2008 and $13.0 million in the 2007. Cash 
flows used in investing activities for the 2006 transition period were $64.4 million. Cash flows provided by investing 
activities for fiscal year 2006 were $84.9 million. As of February 6, 2009, we had approximately $80.5 million of 
investment securities invested in auction rate securities (“ARS”) and municipal bonds. 


Our investment policy is designed to preserve capital and minimize interest rate, credit and market risk. In 
February 2008, we started to experience difficulty in selling our ARS due to multiple failures of the auction mechanism 
that provides liquidity to these investments. All of our ARS are collateralized by student loan portfolios, substantially 
all of which are guaranteed by the United States Government. We anticipate that the securities for which the auctions 
have failed will continue to accrue interest and pay interest when due; to-date, none of the ARS in which we are 
invested have failed to make an interest payment when due. Our ARS will continue to be auctioned every 35 days until 
the auctions succeed, the issuer redeems the securities or they mature (the stated maturities of the securities are greater 
than 20 years). As we maintain a strong liquidity position, we currently believe that we have the ability to hold our ARS 
until one of the aforementioned remedies occur. 


As of December 31, 2008, we recorded a negative adjustment to the fair value of our investment in ARS of 
approximately $2.6 million, which is reflected as part of accumulated other comprehensive income in our Consolidated 
Statement of Stockholders’ Equity and Comprehensive Income. We do not believe that the fair market adjustment is 
other-than-temporary at this time due to the high underlying creditworthiness of the issuer (including the backing of the 
loans included in the collateral package by the United States Government) and our current intent to hold the ARS until 
the illiquidity in the ARS market is resolved. The fair value of the ARS was estimated through discounted cash flow 
models, which consider, among other things, the timing of expected future successful auctions, collateralization of 
underlying security investments and the risk of default by the issuer. We will continue to assess the carrying value of our 
ARS on each reporting date, based on the facts and circumstances surrounding our liquidity needs and developments 
in the ARS markets. 


Capital expenditures for fixed asset projects were approximately $26.3 million, $18.2 million, $5.1 million and 
$9.4 million in 2008, 2007, transition 2006 and fiscal 2006, respectively. Capital expenditures in 2008 and 2007 
reflected approximately $9.5 million and $10.1, respectively, related to our transition to high definition broadcasting. 
Also in 2008 we acquired a parcel of land adjacent to our television studio for approximately $3.0 million and incurred 
approximately $3.9 million in costs related to the planning of our media center expansion. However, management has 
elected to delay the start of any construction for this expansion until the economic environment improves. Fiscal 2006 
included approximately $4.6 million for the purchase of land adjacent to our television studio. Capital expenditures in 
2009 are expected to be between $6.0 million and $9.0 million, reflecting additional television equipment and capital 
building improvements for our television production studio. 


Cash flows used in financing activities for 2008, 2007, the 2006 transition period and fiscal year ended April 30, 
2006, were $74.1, $61.6 million, $46.8 million and $33.5 million, respectively. In February 2008, the Board of Directors 
authorized an increase in the quarterly cash dividend to $0.36 per share on all Class A common shares not held by the 
McMahon family. The quarterly dividend on all Class B shares, held by members of the McMahon family and their 
respective trusts, will remain at $0.24 per share as they have waived quarterly cash dividends in excess of $0.24 per 
share for a period of three years. In 2008, we paid four quarterly cash dividends of $0.36 on all Class A common shares, 
and $0.24 on all Class B common shares, for an aggregate amount of $81.4 million. In 2007, we paid four quarterly 
cash dividends of $0.24 on all Class A and Class B common shares, for an aggregate amount of $68.7 million. In the 
2006 transition period, we paid three quarterly cash dividends, at $0.24 per share on all Class A and Class B common 
shares, for an aggregate amount of $51.0 million. In fiscal 2006, we paid four quarterly cash dividends, including two 
dividends at a rate of $0.12 per share and two dividends at $0.24 per share on all Class A and Class B common shares, 
for an aggregate amount of $50.1 million. Assuming the continuation of these respective cash quarterly dividend rates 
of $0.36 per share and $0.24 per share and the same stock ownership, the estimated amount of dividends to be paid for 
the upcoming fiscal year is approximately $82.0 million. 
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We believe that cash generated from operations and from existing cash and short-term investments will be 
sufficient to meet our cash needs over the next twelve months for working capital, capital expenditures, feature film 
production and the payment of dividends. 


Contractual Obligations 


In addition to long-term debt, we have entered into various other contracts under which we are required to make 
guaranteed payments, including: 


e Various operating leases for office space and equipment. 


° Employment contract with Vincent K. McMahon, which runs through October 2010, with annual renewals 
thereafter if not terminated by us or Mr. McMahon, as well as a talent contract with Mr. McMahon that 
is coterminous with his employment contract. Mr. McMahon waives all of his compensation under theses 
agreements, except for a salary of $850,000 per year. 


° Employment contract with Linda E. McMahon, which runs through October 2010, with annual renewals 
thereafter if not terminated by us or Mrs. McMahon. Mrs. McMahon waives all of her compensation except 
for a salary of $500,000 per year. 


° Other employment contracts, which are generally for one-to three-year terms. 


° Service contracts with certain of our independent contractors, including our talent, which are generally for 
one-to four-year terms. 


Our aggregate minimum payment obligations under these contracts as of December 31, 2008, assuming the 
continued waiver of compensation by Mr. and Mrs. McMahon (except for the annual salaries of $850,000 and $500,000, 
respectively, noted above), were as follows: 











Payments due by period 
($ in millions) 
2010 to 2012 to After 
2009 2011 2013 2013 Total 
Long-term debt (including interest thereon) .............. $ 1.3 $ 2.7 $ 1.7 $— $57 
Operating leases 0.2... 1. ee eee nee 2.2 2.8 1.5 0.9 74 
Talent, employment agreements and other commitments... . 18.1 24.0 8.1 11.0 61.2 
Total commitments ........ 0.0... cee cece eee $21.6 $29.5 $11.3 $11.9 $74.3 


Seasonality 


Our operating results are not materially affected by seasonal factors; however, our premier event, WrestleMania, 
occurs late in our first quarter or early in our second quarter. In addition, revenues from our licensing and direct sale 
of consumer products, including our catalogs, magazines and internet sites, may vary from period to period depending 
on the volume and extent of licensing agreements and marketing and promotion programs entered into during any 
particular period of time, as well as the commercial success of the media exposure of our characters and brand. The 
timing of these events as well as the continued introduction of new product offerings and revenue generating outlets 
can and will cause fluctuation in quarterly revenues and earnings. 


Inflation 


During 2008, 2007, transition period 2006 and fiscal 2006, inflation has not had a material effect on our 
business. 


Application of Critical Accounting Policies 


Accounting Policies 


We believe the following are the critical accounting policies used in the preparation of our financial statements, 
as well as the significant judgments and estimates affecting the application of these policies. 
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e Revenue Recognition 


Pay-per-view programming: 


Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our 
initial estimate of the number of buys achieved. This initial estimate is based on preliminary buy information received 
from our pay-per-view distributors. Final reconciliation of the pay-per-view buys occurs within one year and any 
subsequent adjustments to the buys are recognized in the period new information is received. As of December 31, 2008, 
our pay-per-view accounts receivable was $11.9 million. If our initial estimate is incorrect, it can result in significant 
adjustments to revenues in subsequent years. 


Licensing: 


Licensing revenues are recognized upon receipt of notice by the individual licensees as to license fees due. If we 
receive licensing advances, such payments are deferred and recognized as income as earned. 


Home video: 


Revenues from the sales of home video titles are recorded at the later of the date of delivery by our distributor 
to wholesalers, or the date that these products are made widely available for sale by retailers, net of an allowance for 
estimated returns. The allowance for estimated returns is based on historical information and current industry trends. 
As of December 31, 2008, our home video returns allowance was $6.3 million. If we do not accurately predict returns, 
we may have to adjust revenues in future periods. 


Magazine publishing: 


Publishing newsstand revenues are recorded when shipped by our distributor to wholesalers/retailers, net of 
an allowance for estimated returns. We estimate the allowance for newsstand returns based upon our review of 
historical return rates and the expected performance of our current titles in relation to prior issue return rates. As of 
December 31, 2008, our newsstand returns allowance was $6.3 million. If we do not accurately predict returns, we may 
have to adjust revenues in future periods. 


Feature films: 


We capitalize costs of production and acquisition, including production overhead, as feature film production 
assets. These costs are amortized to direct operating expenses in accordance with Statement of Position 00-2 Accounting 
by Producers or Distributors of Films. The costs for an individual film are amortized and participation and residual 
costs are accrued in the proportion that the current period’s revenues bear to management’s estimates of the ultimate 
revenue from exploitation, exhibition or sale of such film over a period not to exceed ten years from the date of initial 
release. Management regularly reviews and revises, when necessary, its ultimate revenue and cost estimates, which 
may result in a change in the rate of amortization of film costs and/or write-down of all or a portion of the unamortized 
costs of the film to its estimated fair value. No assurance can be given that unfavorable changes to revenue and cost 
estimates will not occur, which may result in significant write-downs affecting our results of operations and financial 
condition. In 2008 and 2007 we recorded an impairment charge of $1.9 million and $15.7 million, respectively, related 
to The Condemned and See No Evil. As of December 31, 2008, we have approximately $31.7 million in capitalized film 
production costs. 


We have performed estimates of our ultimate revenue for our three released projects — See No Evil, The Marine, 
and The Condemned — as of December 31, 2008, as well as the capitalized costs for various films in development, and 
believe no additional write-down is required at this time. 


e Allowance for Doubtful Accounts 


Our receivables represent a significant portion of our current assets. We are required to estimate the collectibility 
of our receivables and to establish allowances for the amount of receivables that we estimate to be uncollectible. We 
base these allowances on our historical collection experience, the length of time our receivables are outstanding and the 
financial condition of individual customers. Changes in the financial condition of significant customers, either adverse 
or positive, could impact the amount and timing of any additional allowances that may be required. As of December 31, 
2008, our allowance for doubtful accounts was $4.7 million. 
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e Income Taxes 


We account for income taxes in accordance with the provisions of Statement of Financial Accounting Standard 
No. 109, Accounting for Income Taxes. As such, we recognize the future impact of the difference between the financial 
statement and tax basis of assets and liabilities. As of December 31, 2008, we have $7.1 million of net deferred tax 
assets on our balance sheet. We record valuation allowances against deferred tax assets when management does not 
believe the future tax benefits are more likely than not to be realized. We do not recognize the benefit of a tax position, 
for financial statement purposes, unless the position is more likely than not to be sustained upon review by competent 
authorities. Accruals for uncertain tax positions are provided for in accordance with the requirements of FIN 48. Under 
FIN 48, we may recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax 
position will be sustained on examination by the taxing authorities, based on the technical merits of the position. The 
tax benefits recognized in the financial statements from such a position should be measured based on the largest benefit 
that has a greater than 50% likelihood of being realized upon ultimate settlement. FIN 48 also provides guidance 
on derecognition of income tax assets and liabilities, classification of current and deferred income tax assets and 
liabilities, accounting for interest and penalties associated with tax positions, and income tax disclosures. Judgment is 
required in assessing the future tax consequences of events that have been recognized in our financial statements or 
tax returns. Variations in the actual outcome of these future tax consequences could materially impact our financial 
position, results of operations, or cash flows. 


Recent Accounting Pronouncements 


Effective January 1, 2008, we adopted Statement of Financial Accounting Standard No. 157, Fair Value 
Measurements, or SFAS 157, which establishes a framework for measuring fair value and requires enhanced disclosures 
about fair value measurements. SFAS 157 defines fair value as the price that would be received by selling an asset or 
would be paid to transfer a liability in an orderly transaction between market participants. SFAS 157 also requires 
disclosure about how fair value is determined for assets and liabilities and establishes a hierarchy for which these assets 
and liabilities must be grouped, based on significant levels of inputs as follows: 


Level | - quoted prices are available in active markets for identical assets or liabilities; 


Level 2 - quoted prices are available in active markets for similar assets and liabilities and the value of the asset 
or liability can be estimated using other inputs that are observable in the market; or 


Level 3 - the value of the asset or liability is based on at least one unobservable input, and reflects a company’s 
own assumptions about the market value of the asset or liability, such as discounted cash flow models 
or valuations. 


The determination of where assets and liabilities fall within this hierarchy is based upon the lowest level of input 
that is significant to the fair value measurement. 


The following table sets forth the characterization within the hierarchy of those assets that are required to be 
measured at fair value on a recurring basis as of December 31, 2008: 








Quoted Market Significant Other Significant 
Prices in Active Observable Unobservable Fair Value at 
Markets Inputs Inputs December 31, 
(Level 1) (Level 2) (Level 3) 2008 
(in thousands) 
Municipal bonds................00 eens $— $57,610 $ — $57,610 
Student loan auction rate securities ........... — — 22,299 22,299 
Os ON een OE ae oS eee 16 1,127 = 1,203 
TOtA: 6.258 Fant Bete eek hoe IR EG GS $76 $58,737 $22,299 $81,112 


Certain financial instruments are carried at cost on the consolidated balance sheets, which approximates fair 
value due to their short-term, highly liquid nature. These instruments include cash and equivalents, accounts receivable, 
prepaid expenses, accounts payable and accrued expenses. 


We have classified our investment in auction rate securities (“ARS”) within Level 3. Starting in February 
2008, we experienced difficulty selling our investment in ARS due to multiple failures of the auction mechanism 
that provides liquidity to these investments. The securities have been classified within Level 3 as their valuation 
requires substantial judgment and estimation of factors that are not currently observable in the market due to the lack 
of trading in the securities, which continues as of December 31, 2008. Our discounted cash flow analysis considered, 
among other things, the quality of the underlying collateral, the credit rating of the issuers, an estimate of when these 
securities are either expected to have a successful auction or otherwise return to par value. Because of the inherent 
subjectivity in valuing these securities, we also considered independent valuations obtained for each of our ARS as of 
December 31, 2008 in estimating their fair values. 


The table below includes a roll forward of our investments in ARS from January 1, 2008 to December 31, 2008, 
and a reclassification of these investments from Level 2 to Level 3 in the valuation hierarchy. 





Significant Other Significant 
Observable Inputs Unobservable Inputs 
(Level 2) (Level 3) 
(in thousands) 
Fair Value January 1, 2008..................050. $ 77,335 $ 
Purchases. <.2ecclct paso ate ely 46,780 — 
ales Gack teatlen eke Nee ponte ual ee pe teens es (89,765) (9,500) 
Transfers (out) IN... 6. eee (34,350) 34,350 
Unrealized (losses) ........ 00.00. e ce eee eee — (2,551) 
E10) 07) Deeg ea Rc a PT dO a $ a $22,299 


In February 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 159, The Fair Value 
Option for Financial Assets and Financial Liabilities Including an Amendment of FASB Statement 115 (SFAS 159). 
SFAS 159 expands opportunities to use fair value measurements in financial reporting and permits entities to choose to 
measure many financial instruments and certain other items at fair value. SFAS 159 was effective for us as of January 
1, 2008, but we did not elect to measure any additional financial instruments at fair value as a result of this statement. 
Therefore, the adoption of SFAS 159 has not had an impact on our Consolidated Financial Statements. 


In February 2008, the FASB issued FASB Staff Position (FSP) No. 157-2, Effective Date of FASB Statement 
No. 157. FSP No. 157-2, which delays the effective date of SFAS No. 157 for all non-financial assets and non-financial 
liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis 
(at least annually), until the beginning of the first quarter of 2009. We are currently evaluating the impact that FSP No. 
157-2 will have on our Consolidated Financial Statements. 


In June 2008, the FASB issued FSP Emerging Issues Task Force (EITF) 03-6-1, Determining Whether Instruments 
Granted in Share-Based Payment Transactions are Participating Securities. The FSP states that unvested share-based 
payment awards that contain non-forfeitable rights to dividends or dividend equivalents are considered “participating 
securities” as defined in EITF 03-6 and therefore should be included in the computation of earnings per share under 
the two-class method. This FSP is effective for financial statements issued for fiscal years and interim periods 
beginning after December 15, 2008. We are currently evaluating the impact the adoption of FSP 03-6-1 will have on 
our Consolidated Financial Statements. 


In October 2008, the FASB issued FASB Staff Position (FSP) 157-3, Determining the Fair Value of a Financial 
Asset When the Market for That Asset Is Not Active, which clarifies application of SFAS No. 157 in a market that is 
not active. FSP 157-3 was effective upon issuance, including prior periods for which financial statements have not been 
issued. The adoption of FSP 157-3 did not have a material impact on our Consolidated Financial Statements. 
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Cautionary Statement for Purposes of the “Safe Harbor” Provisions of the Private Securities Litigation Reform 
Act of 1995 


The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for certain statements that are 
forward-looking and are not based on historical facts. When used in this Report, the words “may,” “will,” “could,” 
“anticipate,” “plan,” “continue,” “project,” “intend”, “estimate”, “believe”, “expect” and similar expressions are 
intended to identify forward-looking statements, although not all forward-looking statements contain such words. 
These statements relate to our future plans, objectives, expectations and intentions and are not historical facts and 
accordingly involve known and unknown risks and uncertainties and other factors that may cause the actual results 
or the performance by us to be materially different from future results or performance expressed or implied by such 
forward-looking statements. The following factors, among others, could cause actual results to differ materially from 
those contained in forward-looking statements made in this Report, in press releases and in oral statements made by our 
authorized officers: (i) our failure to maintain or renew key agreements could adversely affect our ability to distribute 
our television and pay-per-view programming; (ii) our failure to continue to develop creative and entertaining programs 
and events would likely lead to a decline in the popularity of our brand of entertainment; (iii) our failure to retain or 
continue to recruit key performers could lead to a decline in the appeal of our storylines and the popularity of our brand 
of entertainment; (iv) the loss of the creative services of Vincent K. McMahon could adversely affect our ability to 
create popular characters and creative storylines; (v) continued decline in general economic conditions and disruption 
in financial markets could adversely affect our business; (vi) our accounts receivable represent a significant portion of 
our current assets and relate principally to a limited number of distributors, increasing our exposure to bad debts and 
potentially impacting our results of operations; (vii) a decline in the popularity of our brand of sports entertainment, 
including as a result of changes in the social and political climate, could adversely affect our business; (viii) changes 
in the regulatory atmosphere and related private sector initiatives could adversely affect our business; (ix) the markets 
in which we operate are highly competitive, rapidly changing and increasingly fragmented, and we may not be able to 
compete effectively, especially against competitors with greater financial resources or marketplace presence; (x) we 
face uncertainties associated with international markets; (xi) we may be prohibited from promoting and conducting 
our live events if we do not comply with applicable regulations; (xii) because we depend upon our intellectual property 
rights, our inability to protect those rights, or our infringement of others’ intellectual property rights, could adversely 
affect our business; (xiii) we could incur substantial liabilities if pending litigation is resolved unfavorably; (xiv) we 
could incur substantial liability in the event of accidents or injuries occurring during our physically demanding events; 
(xv) we will continue to face the risk of impairment charges relating to our feature films if the demand for one or more 
of our films does not meet our expectations; (xvi) through his beneficial ownership of a substantial majority of our 
Class B common stock, our controlling stockholder, Vincent K. McMahon, can exercise control over our affairs, and 
his interests may conflict with the holders of our Class A common stock; (xvii) we could face a variety of risks if we 
expand into new or complementary business; (xviii) a substantial number of shares are eligible for sale by Mr. McMahon, 
and the sale of those shares could lower our stock price; and (xix) our Class A common stock has a relatively small 
public “float”. In addition to these risks and uncertainties, our dividend is based on a number of factors, including our 
liquidity and historical and projected cash flow, strategic plan, our financial results and condition, contractual and legal 
restrictions on the payment of dividends and such other factors as our Board of Directors may consider relevant. The 
forward-looking statements speak only as of the date of this Report and undue reliance should not be placed on these 
statements. 
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk 


In the normal course of business, we are exposed to foreign currency exchange rate, interest rate and equity price 
risks that could impact our results of operations. Our foreign currency exchange rate risk is minimized by maintaining 
minimal net assets and liabilities in currencies other than our functional currency. 
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Interest Rate Risk 


We are exposed to interest rate risk related to our debt and investment portfolio. Our debt consists of the mortgage 
related to our corporate headquarters, which has an annual interest rate of 7.6%. The fair value of this debt is not 
significantly different from its carrying amount. 


Our investment portfolio consists primarily of municipal bonds and student loan auction rate securities with 
a strong emphasis placed on preservation of capital. In an effort to minimize our exposure to interest rate risk, our 
investment portfolio’s dollar weighted duration is less than one year. Due to the nature of our investments and our 
strategy to minimize market and interest rate risk, we believe that our portfolio would not be materially impacted by 
adverse fluctuations in interest rates. 


Item 8. Financial Statements and Supplementary Data 


The information required by this item is set forth in the Consolidated Financial Statements filed with this 
report. 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures 


None 


Item 9A. Controls and Procedures 


We have performed an evaluation under the supervision and with the participation of our management, including 
our Chairman, Chief Executive Officer and Chief Financial Officer of the effectiveness of our disclosure controls and 
procedures, as defined under the Securities Exchange Act of 1934. Based on that evaluation, our Chairman, Chief 
Executive Officer, and Chief Financial Officer concluded that as of the end of the period covered by this Form 10-K, 
our disclosure controls and procedures were effective and designed to ensure that all material information required 
to be disclosed by the Company in reports that it files or submits under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified by the SEC and that such information is accumulated and 
communicated to our management, as appropriate to allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial reporting, 
as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with the participation 
of our management, including our Chairman, Chief Executive Officer, and Chief Financial Officer, we conducted 
an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 2008 based 
on the guidelines established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO). Our internal control over financial reporting includes policies 
and procedures that provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements for external reporting purposes in accordance with U.S. generally accepted accounting 
principles. 


Based on the results of our evaluation, our management concluded that our internal control over financial 
reporting was effective as of December 31, 2008. We review the results of management’s assessment with our Audit 
Committee. 


The effectiveness of our internal control over financial reporting as of December 31, 2008 has been audited by 
Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report which is included in 
this Annual Report on Form 10-K. Such report expresses an unqualified opinion on the effectiveness of the Company’s 
internal control over financial reporting as of December 31, 2008. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
World Wrestling Entertainment, Inc. 
Stamford, CT 


We have audited the internal control over financial reporting of World Wrestling Entertainment, Inc. and 
subsidiaries (the “Company” as of December 31, 2008, based on criteria established in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s 
management is responsible for maintaining effective internal control over financial reporting and for its assessment 
of the effectiveness of internal control over financial reporting, included in the accompanying Management’s Report 
on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal 
control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit included 
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and 
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides 
a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed by, or under the supervision of, the 
company’s principal executive and principal financial officers, or persons performing similar functions, and effected 
by the company’s board of directors, management, and other personnel to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies 
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect 
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on 
the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not be 
prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control 
over financial reporting to future periods are subject to the risk that the controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting 
as of December 31, 2008, based on the criteria established in Internal Control — Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated financial statements and financial statement schedule as of and for the year ended 
December 31, 2008 of the Company and our report dated February 27, 2009 expressed an unqualified opinion on those 
financial statements and financial statement schedule. 


DELOITTE & TOUCHE LLP 


Stamford, Connecticut 
February 27, 2009 
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Item 9B. Other Information 


None. 


PART III 


The information required by Part III (Items 10-14) is incorporated herein by reference to our definitive proxy 
statement for our 2009 Annual Meeting of Stockholders, except for the equity compensation plan information required 
by Item 12, which is set forth above in Item 5. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules 
(a) The following documents are filed as a part of this report: 


1. Consolidated Financial Statements and Schedule: See index to Consolidated Financial Statements on page F-1 of 
this Report. 


2. Exhibits: 


Exhibit No. Description of Exhibit 





3.1 Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.2 to our 
Registration Statement on Form S-1 (No. 333-84327)). 


3.1A Amendment to Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 
4.1(a) to our Registration Statement on Form S-8, filed July 15, 2002). 


3.2 Amended and Restated By-laws (incorporated by reference to Exhibit 3.4 to our Registration Statement on 
Form S-1 (No. 333-84327)). 


3.2A Amendment to Amended and Restated By-Laws (incorporated by reference to Exhibit 4.2(a) to our 
Registration Statement on Form S-8, filed July 15, 2002). 


10.1 World Wrestling Entertainment, Inc. 2007 Omnibus Incentive Plan, effective July 20, 2007 (incorporated 
by reference to Exhibit 10.2 to the Current Report on Form 8-K filed July 26, 2007).* 


10.2 Form of Agreement for Performance Stock Units to the Company’s employees and officers under the 
Company’s 2007 Omnibus Incentive Plan (incorporated by reference to Exhibit 10.3 to the Current Report 
on Form 8-K filed July 26, 2007).* 


10.3 Form of Agreement for Restricted Stock Units to the Company’s employees and officers under the 
Company’s 2007 Omnibus Incentive Plan (incorporated by reference to Exhibit 10.4 to the Current Report 
on Form 8-K filed July 26, 2007).* 


10.4 Employment Agreement with Vincent K. McMahon, dated October 14, 1999 (incorporated by reference to 
Exhibit 10.2 to our Registration Statement on Form S-1 (No. 333-84327)).* 


10.4A Amendment, dated as of May 1, 2002, to Employment Agreement with Vincent K. McMahon (incorporated by 
reference to Exhibit 10.2A to our Annual Report on Form 10-K for the fiscal year ended April 30, 2002).* 


10.4B Amendment, dated June 23, 2006, to Employment Agreement with Vincent K. McMahon (incorporated by 
reference to Exhibit 10.2B to our Annual Report on Form 10-K for the fiscal year ended April 30, 2006).* 


10.5 Booking Contract with Vincent K. McMahon, dated February 15, 2000 (incorporated by reference to 
Exhibit 10.3 to our Annual Report on Form 10-K for the fiscal year ended April 30, 2000).* 


10.5A Amendment, dated July 3, 2001, to Booking Contract with Vincent K. McMahon (incorporated by reference 
to Exhibit 10.3A to our Annual Report on Form 10-K for the fiscal year ended April 30, 2001).* 
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10.6 


10.6A 


10.7 


10.8 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


10.16 


10.17 


31.3 


32.1 


Employment Agreement with Linda E. McMahon dated October 14, 1999 (incorporated by reference to 
Exhibit 10.3 to our Registration Statement on Form S-1 (No. 333-84327)).* 


Amendment, dated June 23, 2006, to Employment Agreement with Linda E. McMahon (incorporated by 
reference to Exhibit 10.4A to our Annual Report on Form 10-K for the fiscal year ended April 30, 2006).* 


Booking Contract with Linda E. McMahon, dated February 15, 2000 (incorporated by reference to Exhibit 
10.5 to our Annual Report on Form 10-K for the fiscal year ended April 30, 2000).* 


World Wrestling Entertainment Employee Stock Purchase Plan (incorporated by reference to Exhibit 10.6 
to our Annual Report on Form 10-K for the fiscal year ended April 30, 2002).* 


Registration Rights Agreement, dated August 30, 2001, by and between Invemed Catalyst Fund, L.P. and 
World Wrestling Entertainment, Inc. (incorporated by reference to Exhibit 10.10 to our Annual Report on 
Form 10-K for the fiscal year ended April 30, 2002). 


Open End Mortgage Deed, Assignment of Rents and Security Agreement between TSI Realty Company 
and GMAC Commercial Mortgage Corp. (assigned to Citicorp Real Estate, Inc.), dated as of December 
12, 1997 (incorporated by reference to Exhibit 10.11 to our Registration Statement on Form S-1 (No. 
333-84327)). 


Promissory Note issued by TSI Realty Company to GMAC Commercial Mortgage Corp. (assigned to 
Citicorp Real Estate, Inc.), dated as of December 12, 1997 (incorporated by reference to Exhibit 10.12 to 
our Registration Statement on Form S-1 (No. 333-84327)). 


Environmental Indemnity Agreement among TSI Realty Company, Titan Sports Inc. and GMAC Commercial 
Mortgage Corp. (assigned to Citicorp Real Estate, Inc.), dated as of December 12, 1997 (incorporated by 
reference to Exhibit 10.13 to our Registration Statement on Form S-1 (No. 333-84327)). 


Assignment of Leases and Rents between TSI Realty Company and GMAC Commercial Mortgage Corp. 
(assigned to Citicorp Real Estate, Inc.), dated as of December 12, 1997 (incorporated by reference to Exhibit 
10.14 to our Registration Statement on Form S-1 (No. 333-84327)). 


Agreement between WWF-World Wide Fund for Nature and Titan Sports, Inc. dated January 20, 1994 
(incorporated by reference to Exhibit 10.16 to our Registration Statement on Form S-1 (No. 333-84327)). 


Revised offer letter between the Company and Donna Goldsmith (incorporated by reference to Exhibit 99.1 
to our Current Report on Form 8-K, dated December 1, 2008).* 


Offer letter between the Company and George A. Barrios (incorporated by reference to Exhibit 10.21 to our 
Current Report on Form 8-K, dated March 14, 2008).* 


Employment Agreement with Frank G. Serpe, dated March 2, 2007 (incorporated by reference to Exhibit 
10.18 to our Annual Report on Form 10-K for the transition period ended December 31, 2006).* 


Separation Agreement and Release between the Company and Michael Sileck (incorporated by reference 
to Exhibit 10.1 to the Current Report on Form 8-K, dated December 31, 2008).* 


List of Subsidiaries (filed herewith). 
Consent of Deloitte & Touche LLP, independent registered public accounting firm (filed herewith). 


Certification by Vincent K. McMahon pursuant to Section 302 of Sarbanes-Oxley Act of 2002 (filed 
herewith). 


Certification by Linda E. McMahon pursuant to Section 302 of Sarbanes-Oxley Act of 2002 (filed 
herewith). 


Certification by George A. Barrios pursuant to Section 302 of Sarbanes-Oxley Act of 2002 (filed 
herewith). 


Certification by Vincent K. McMahon, Linda E. McMahon, and George A. Barrios pursuant to Section 906 
of Sarbanes-Oxley Act of 2002 (filed herewith). 





* Indicates management contract or compensatory plan or arrangement. 
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Dated: February 27, 2009 


Dated: February 27, 2009 


Dated: February 27, 2009 


SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report 


By: 


By: 


to be signed on its behalf by the undersigned, thereto duly authorized. 


World Wrestling Entertainment, Inc. 
(Registrant) 


/s/ Vincent K. McMahon 





Vincent K. McMahon 
Chairman of the Board of Directors 
(co-principal executive officer) 


/s/ Linda E. McMahon 





Linda E. McMahon 
Chief Executive Officer 
(co-principal executive officer) 


By: /s/ George A. Barrios 





George A. Barrios 
Chief Financial Officer 
(principal financial and accounting officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 


Signature 


/s/ Vincent K. McMahon 





Vincent K. McMahon 


/s/ Linda E. McMahon 





Linda E. McMahon 


/s/ Donna Goldsmith 
Donna Goldsmith 


/s/ Lowell P. Weicker Jr. 





Lowell P. Weicker Jr. 


/s/ David Kenin 





David Kenin 


/s/ Joseph H. Perkins 





Joseph H. Perkins 


/s/ Michael B. Solomon 





Michael B. Solomon 


/s/ Frank A. Riddick III 





Frank A. Riddick III 


/s/ Jeffrey R. Speed 





Jeffrey R. Speed 


/s/ Kevin Dunn 





Kevin Dunn 
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Chairman of the Board of Directors 
(co-principal executive officer) 


Chief Executive Officer and Director 
(co-principal executive officer) 


Chief Operating Officer and Director 


following persons on behalf of the registrant and in the capacities and on the dates indicated. 


Title or Capacity Date 


February 27, 2009 


February 27, 2009 


February 27, 2009 


Director February 27, 2009 
Director February 27, 2009 
Director February 27, 2009 
Director February 27, 2009 
Director February 27, 2009 
Director February 27, 2009 
Director February 27, 2009 


WORLD WRESTLING ENTERTAINMENT, INC. 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 


Report of Independent Registered Public Accounting Firm... 1.20.6... 2 eee eee nes 


Consolidated Income Statements for the year ended December 31, 2008, the year ended December 31, 2007, 
the eight month period ended December 31, 2006 and the year ended April 30, 2006 ................... 


Consolidated Balance Sheets as of December 31, 2008, December 31, 2007 and December 31, 2006 ........ 


Consolidated Statements of Stockholders’ Equity and Comprehensive Income for the year ended 
December 31, 2008, the year ended December 31, 2007, the eight month period ended 
December 31, 2006 and the year ended April 30, 2006... 0.0... 0. e eee cence ees 


Consolidated Statements of Cash Flows for the year ended December 31, 2008, the year ended December 31, 2007, 
the eight month period ended December 31, 2006 and the year ended April 30, 2006 .................0.. 


Notes to Consolidated Financial Statements .......0.0..0 0.00 eee e nee nee nes 


F-1 


Page 
F-2 


F-3 


F-4 


F-5 


F-6 
F-7 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
World Wrestling Entertainment, Inc. 
Stamford, CT 


We have audited the accompanying consolidated balance sheets of World Wrestling Entertainment, Inc. and 
subsidiaries (the “Company’) as of December 31, 2008, December 31, 2007, and December 31, 2006 and the related 
consolidated statements of income, stockholders’ equity and comprehensive income, and cash flows for each of the two 
years in the period ended December 31, 2008, the eight month period ended December 31, 2006 and the year ended 
April 30, 2006. Our audits also included the financial statement schedule listed in the Index at Item 15. These financial 
statements and financial statement schedule are the responsibility of the Company’s management. Our responsibility is 
to express an opinion on these financial statements and financial statement schedule based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of World Wrestling Entertainment, Inc. and subsidiaries as of December 31, 2008 , December 31, 2007 and 
December 31, 2006, and the results of their operations and their cash flows for each of the two years in the period 
ended December 31, 2008, the eight month period ended December 31, 2006 and the year ended April 30, 2006, in 
conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, such 
financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a 
whole, presents fairly, in all material respects, the information set forth therein. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Company’s internal control over financial reporting as of December 31, 2008, based on the criteria 
established in /nternal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission and our report dated February 27, 2009 expressed an unqualified opinion on the Company’s 
internal control over financial reporting. 


DELOITTE & TOUCHE LLP 


Stamford, Connecticut 
February 27, 2009 
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WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED INCOME STATEMENTS 
(dollars and shares in thousands, except per share data) 


















































For the eight For the year 
For the years ended months ended ended 
December 31, December 31, December 31, April 30, 
2008 2007 2006 2006 

Net:revenuesini ccm fcccnnot inane, Sidon oe ee oe yee eal aes $526,457 $485,655 $262,937 $400,051 
Cost of revenues: « ..s-.04 8s Be he eed eek eae beds 311,784 298,769 157,094 227,172 
Selling, general and administrative expenses............. 131,303 109,134 61,043 91,867 
Depreciation and amortization ..............0 000000 ee 13,083 9,319 5,557 10,472 
Operating income ........... 0. 0c cece eee eens 70,287 68,433 39,243 70,540 
Investment income, net .......... 0.0.0. eee eee 5,872 9,110 6,440 7,390 
Interest expenses... i es (422) (552) (421) (587) 
Other (expense) income, net ....... 00.00... eee eee (6,381) (517) 884 553 
Income before income taxes ............0 000 eee eee 69,356 76,474 46,146 77,896 
Provision for income taxes ......... 0.0000 eee eee eee 23,940 24,337 14,529 30,884 
Income from continuing operations .................04. 45,416 52,137 31,617 47,012 
Income from discontinued operations, 

net of tax expense Of $23 ...... 0.0... cece eee eee — — — 35 
INet 1 COME 6.5.8 oe Fie geuiSen gta oe SR eas SR a $ 45,416 $ 52,137 $ 31,617 $ 47,047 
Earnings per share - Basic: 

Continuing operations .......... 0000. c cece eee $ 0.62 $ 073 $ 045 $ 0.68 

Discontinued operations.............0.0 cee eee eee ee — — — — 

Net incom eis 2.22 eee jn Va eh ee Se an ees $ 0.62 $0.73 $0.45 $ 0.68 
Earnings per share - Diluted: 

Continuing operations ........0.. 000.0 c cece eee eee $ 0.62 $ 0.72 $ 0.44 $ 0.67 

Discontinued operations...............0 00 eee ee eee — = = — 

Netincomeé ccc. sony ects Aoi ie ne ees $ 0.62 $ 0.72 $ 0.44 $0.67 
Shares used in per share calculations: 

BASIC 5, 0.8 aesep crinen, Powe Sa OR Pe ONE OEE RCT es 72,889 71,616 70,899 69,361 

De get Ae Nipidn ts hac hte Bea Ne ES a tad 73,523 72,301 71,596 70,176 


See Accompanying Notes to Consolidated Financial Statements. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED BALANCE SHEETS 
(dollars in thousands, except per share data) 





























As of: 
December 31, December 31, December 31, 
2008 2007 2006 
ASSETS 
CURRENT ASSETS: 
Cash and cash equivalents ....... 0.0. c ccc cece eens $119,655 $135,805 $ 86,267 
Short-term investments 1.0.0.0... 0000 eee eee 57,686 130,548 161,889 
Accounts receivable, net... 0.0.0.0... ccc eee eens 60,133 56,597 52,113 
Inventory, Net... 3.4 aecbi ee heap ieee be eae he dae 4,958 4,717 3,049 
Prepaid expenses and other current assets.............. 00.0000 eee 37,596 20,053 13,334 
Assets of discontinued operations ............. 000 cece eee eens — = 469 
Total current assets... 0... cect nent n eens 280,028 347,720 317,121 
PROPERTY AND EQUIPMENT, NET ........... 00.0 cece eee eee 92,367 77,771 67,972 
FEATURE FILM PRODUCTION ASSETS............ 00000 c eee 31,657 21,890 53,560 
INVESTMENT SECURITIES. ........0.. 00000 cece ence eens 22,299 — — 
INTANGIBLE ASSETS, NET ........ 000.0 c ccc ccc nee ene 1,184 2,302 3,328 
OTHER: ASSETS s.co kos Sacett se deicateant Dol aisoaion doce aeons Fe 1,875 20,373 11,304 
TOTAL ASSETS 3 vie cos hee § bun 8G Seine aks, Pi ieee Patek F 4 $429,410 $470,056 $453,285 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
CURRENT LIABILITIES: 
Current portion of long-term debt .........0.0. 000 ccc cece eens $ 1,002 $ 927 $ 862 
Accounts payable... 0.0... cette nets 18,334 21,951 14,909 
Accrued expenses and other liabilities................ 2.0.00 .0 005. 27,121 30,684 25,535 
Deferred income... ek ew ake al heck 11,875 18,012 20,166 
Liabilities of discontinued operations ............ 0.0.0.0 eee ee eee = — 302 
Total current liabilities: :.cc0...2 oy .. arene Saee Ge ae Mea eS 58,332 71,574 61,774 
LONG-TERM DEBE 65. ce ektii bat 8 eed aed ition ieee thea ee eet 3,872 4,875 5,800 
NON-CURRENT INCOME TAX LIABILITY..............0.000005 7,232 10,227 —— 


COMMITMENTS AND CONTINGENCIES 
STOCKHOLDERS’ EQUITY: 
Class A common stock: ($.01 par value; 180,000,000 shares 
authorized; 25,080,454, 24,074,655 and 23,283,916 
shares issued and outstanding as of 
December 31, 2008, 2007 and 2006)... 1.2.0.2... 0.0.0 cee eee 252 241 233 
Class B common stock: ($.01 par value; 60,000,000 shares 
authorized; 47,713,563 shares issued as of December 31, 2008, 








2007 and 2006, respectively) .......... 0... 477 477 477 
Additional paid-in capital... 0.0... cee eens 317,105 301,329 286,985 
Accumulated other comprehensive income................2.0005- 1,171 2,894 666 
Retained Carmimn gs 2 esis: 5 cee aden shpat whe Ree nie ees 40,969 78,439 97,350 

Total stockholders’ equity........... 00.0 cece cee eee 359,974 383,380 385,711 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ........... $429,410 $470,056 $453,285 








See Accompanying Notes to Consolidated Financial Statements. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND 
COMPREHENSIVE INCOME 
(dollars and shares in thousands) 







































































Accumulated 
Additional Other 
Common Stock Paid - in Comprehensive _Retained 
Shares Amount Capital (Loss) Income Earnings Total 
Balance, April 30, 2005........................000.0. 68,881 $ 689 $254,716 $ (908) $121,037 $375,534 
Comprehensive income: 
Net inCome es cane s ccatery fed dehatistetectnd tes RAG Raa Eaten s — aaa — — 47,047 47,047 
Translation adjustment .......... 0.0... e eee eee eee — —_ — 1,320 — 1,320 
Unrealized holding loss, net of tax of $726 ........... = = — (1,185) — (1,185) 
Reclassification adjustment for losses realized 
in net income, net of tax of $692..............0. — — — 1,128 — 1,128 
Total comprehensive income ...................000005 48,310 
Stock issuances (repurchases), net..................00. 284 3 (814) —_ _ (811) 
Exercise of stock options............. 0.0 e cece eee eee 1,392 14 16,809 — — 16,823 
Tax benefit from exercise of stock options............... — — 1,695 — — 1,695 
Dividerids: paid i's. ::5.4 s2.5/cpGauiln ane egy eno cle oe Rade ESA — —_ 593 —_ (50,657) (50,064) 
Stock compensation costS......... 0... cece ee eee eens = = 4,694 — —_ 4,694 
Balance, April 30, 2006........................0000. 70,557 _706 277,693 355 117,427 396,181 
Comprehensive income: 
Net income: ec cits gledaes sth ate Rate dies eh bata bees — — — — 31,617 31,617 
Translation adjustment ......................0000. = = — 466 — 466 
Unrealized holding loss, net of tax of $135 ........... —_ —_ — (220) —_ (220) 
Reclassification adjustment for losses realized 
in net income, net of tax of $40...............0. — — — 65 — 65 
Total comprehensive income ...................000005 31,928 
Stock issuances (repurchases), net..................00. 142 1 (616) — —_ (615) 
Exercise of stock options............0 0.0 e eee eee eee 299 3 3,676 — — 3,679 
Excess tax benefits from stock-based payment 
arrangements: fy .o x ows tates Leal cbse ls heats = = 712 = aa 712 
Dividends paid. 223,05 neceed iw’ cake ad Meakin danas — — 677 — (51,694) (51,017) 
Stock compensation costS........... 0.0 e eee eens — —_— 4,843 — — 4,843 
Balance, December 31, 2006....................0005- 70,998 710 286,985 666 97,350 385,711 
Comprehensive income: 
NGMNCOMES sca d oe uel eo rt aN — — — — 52,137 52,137 
Translation adjustment ......................0000. = = —_— 963 — 963 
Unrealized holding loss, net of tax of $31 ............ —_ —_ — 51 —_ 51 
Reclassification adjustment for losses realized 
in net income, net of tax of $744..............0. —_— — — 1,214 — 1,214 
Total comprehensive income ............. 0.0 cece ee eee 54,365 
Stock issuances (repurchases), net..................00. 318 3 (1,274) = (1,271) 
Exercise of stock options............... 00 cece eee ee eee 472 5 6,165 — 6,170 
Excess tax benefits from stock-based payment 
ALLANGEMEMNES «ssc scicetes awl oir g ed wonate es aoe —_ a 841 — — 841 
Dividetids: paid 3.3), sigqveseg.s ow tap sh bad eee ein BREA Red — —_— 882 — (69,546) (68,664) 
Adjustment to adopt FIN 48 ...................000000, = = = = (1,502) (1,502) 
Stock compensation costS......... 0... c cece eee eee — — 7,730 —_ — 7,730 
Balance, December 31, 2007...................00005- 71,788 718 301,329 2,894 78,439 383,380 
Comprehensive income: 
NGUINCOMIE oc in noi ok ee cee Ke OES aE AOS — —_ — — 45,416 45,416 
Translation adjustment ......................0000. = = — (1,207) — (1,207) 
Unrealized holding loss, net of tax of $404 ........... = = = (660) — (660) 
Reclassification adjustment for losses realized 
in net income, net of tax of $89..............00. — — — 144 — 144 
Total comprehensive income ....................0000, 43,693 
Stock issuances (repurchases), net..................00. 551 6 (2,963) = = (2,957) 
Exercise of stock options............. 0.0 e cece eee eee 514 5 6,263 — — 6,268 
Excess tax benefits from stock-based payment 
arrangements i208 acne eds elena eamuned seca Ms 3 — — 1,081 — — 1,081 
Dividends paid... .-.wieSuiye dts £250 se dbs Oe aes — -- 1,489 — (82,886) (81,397) 
Stock compensation costS......... 0... c cece eee eens _— — 7,956 —_— —_— 7,956 
Capital contribution by principal stockholder............ = = 1,950 = = 1,950 
Balance, December 31, 2008....................0000- 72,853 $729 $317,105 $ 1,171 $_ 40,969 $359,974 











See Accompanying Notes to Consolidated Financial Statements. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in thousands) 
































For the eight 
month period — For the year 
For the years ended ended ended 
December 31, December 31, December 31, April 30, 
2008 2007 2006 2006 
OPERATING ACTIVITIES: 
Net 1fiCOMe:s §.5).% beset eet PRG ie FAA ee eels SRS ke Raa hd ERS a ahs $ 45,416 $ 52,137 $ 31,617 $ 47,047 
Adjustments to reconcile net income to net cash provided by operating activities: 
Amortization of feature film production assets ............ 000 cee e ee eee 15,619 29,062 — — 
Income loss from discontinued operations, net of tax ................00000, a —_ —_ (35) 
Depreciation and amortization ...... 0... cece eee eens 13,083 9,319 5,557 10,472 
Realized losses on sales of investments .........0.... 000 cee cece eens 233 1,958 105 1,820 
Amortization of investment income ............ 0... 657 (493) (329) (1,702) 
Stock compensation Costs: . esiic Won ew exied oi ails oxo dW Eales Cais 7,956 eo 4,843 4,694 
Unrealized (loss) gain on revaluation of warrants ..................000000, 3,031 1,178 (839) (1,474) 
Provision (benefit) for doubtful accounts ............... 0... 2,521 47 (1,574) 494 
Provision for inventory obsolescence .......... 0.0 c eee ee eee eee eee 2,679 1,037 1,429 1,894 
Provision (benefit) for deferred income taxes ............... 0.0.0 c eee eee 6,605 (7,421) 2,442 (1,661) 
Excess tax benefits from stock-based payment arrangements ................ (1,081) (841) (712) — 
Reimbursement of operating expenses by principle stockholder ............. 1,950 — — — 
Changes in assets and liabilities: 
Accounts receivables (oo, cee Nie etd oe te ete SNR (6,983) (4,531) 17,237 (6,368) 
INVENLONY sy acateaine cea e Me nha hae Aone eka Meee meena (2,920) (2,704) (2,689) (2,625) 
Prepaid expenses and other assets ......... 0.0.0... cee eee eee eee (7,402) 8,688 (2,764) (2,658) 
Feature film production assets ........ 0.0... eee eee eee ee (25,524) (1,833) (17,466) (7,323) 
Accounts payable:...2.¢ vc .ces hus tne See Sl dash ee Re Sea ke else (3,617) 7,042 (4,917) 4,156 
Accrued expenses and other liabilities .............. 00.0... .0000000, (11,261) (598) (10,273) 20,849 
Deferred:mCome: sg 44 esate hee Le ei ee ai te Rea (4,719) (1,661) 621 (478) 
Net cash provided by continuing operations ...................... 36,243 98,163 22,288 67,102 
Net cash provided by discontinued operations .................... —_ — — 162 
Net cash provided by operating activities ...................0000. 36,243 98,163 22,288 67,264 
INVESTING ACTIVITIES: 
Purchase of property and equipment .................. 00. eee eee eee (26,296) (18,153) (5,099) (9,376) 
Purchase of other assets -cic,8:0-3/saiiee ie an hotetotal ok Sinaia sled 28s ae lobe oan (265) (363) (2,726) (881) 
Purchases of short-term investments ........... 0.0.0... cece eee eee ee (119,495) (211,366) (77,436) (53,765) 
Proceeds from sales or maturities of short-term investments ................ 167,796 242,888 20,850 148,908 
Net cash provided by (used in) continuing operations .............. 21,740 13,006 (64,411) 84,886 
FINANCING ACTIVITIES: 
Repayment of long-term debt .......... 0.00. eee eee eee (927) (860) (537) (757) 
Issuance of Stock, Net 2.css.0dceccssidoak oe Roghetenecd cedyepenlidee ialtuetee eaausReaeediglbaend deuce 842 882 350 483 
Dividends.paid joe is seid Ata PE EEE EEE (81,397) (68,664) (51,017) (50,064) 
Net proceeds from exercise of stock options ............. 00 cece eee ee eee 6,268 6,170 3,679 16,823 
Excess tax benefits from stock-based payment arrangements ................ 1,081 841 712 _ 
Net cash used in continuing operations ...................000000. (74,133) (61,631) (46,813) (33,515) 
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS ....... (16,150) 49,538 (88,936) 118,635 
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD .............. 135,805 86,267 175,203 56,568 
CASH AND CASH EQUIVALENTS, END OF PERIOD ..................... $ 119,655 $ 135,805 $ 86,267 $175,203 
SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid during the period for income taxes, net of refunds ................ $ 16,683 $ 24,299 $ 19,533 $ 19,060 
Cash paid during the period for interest... ...............0.0020 000. $ 416 $ 552 $ 421 $ 587 


See Accompanying Notes to Consolidated Financial Statements. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


1. __ Basis of Presentation and Business Description 


The accompanying consolidated financial statements include the accounts of World Wrestling Entertainment, 
Inc., and our subsidiaries. “WWE?” refers to World Wrestling Entertainment, Inc. and its subsidiaries, unless the context 
otherwise requires. References to “we,” “us,” “our” and the “Company” refer to WWE and its subsidiaries. We are 
an integrated media and entertainment company, principally engaged in the development, production and marketing 
of television and pay-per-view event programming and live events and the licensing and sale of consumer products 


featuring our World Wrestling Entertainment brands. Our operations are organized around four principal activities: 


e Live and Televised Entertainment. Revenues consist principally of ticket sales to live events, sales of 
merchandise at these live events, television rights fees, sales of television advertising and sponsorships, and 
fees for viewing our pay-per-view and video-on-demand programming. 


e Consumer Products. Revenues consist principally of the direct sales of WWE produced home videos and 
magazine publishing and royalties or license fees related to various WWE themed products such as video 
games, toys and books. 


e _ Digital Media. Revenues consist principally of advertising sales on our websites, sale of merchandise on 
our website through our WWEShop internet storefront and sales of various broadband and mobile content. 


° WWE Studios (formerly WWE Films). Revenues consist of our share of receipts from the distribution of 
filmed entertainment featuring our Superstars. We participate in revenues generated under the distribution of 
the films through all media after the print and advertising and distribution costs incurred by our distributors 
have been recouped and the results have been reported to us. 


All intercompany transactions and balances have been eliminated. 


2. Summary of Significant Accounting Policies 


Use of Estimates — The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires our management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates. 


Fiscal Period — \n June 2006, the Board of Directors elected to change our historical fiscal year end of April 30 
to a calendar basis beginning with calendar 2007. We therefore established an eight month transition period from 
May 1, 2006 through December 31, 2006. This period is referred to herein as “transition 2006” or “T 2006” or the 
“transition period”. Prior to the transition period, our fiscal quarters were thirteen-week periods that ended on the 
thirteenth Friday in the quarter, with the exception of our fourth quarter, which always ended on April 30. 


Cash and Cash Equivalents — Cash and cash equivalents include cash on deposit in overnight deposit accounts 
and investments in money market accounts. 


Investments — We classify all of our investments as available-for-sale securities. Such investments consist 
primarily of pre-refunded municipal bonds and student loan auction rate securities, classified as non-current due to 
recent failures of the auction mechanism that provides liquidity to these investments. All of these investments are stated 
at fair value, with unrealized gains and losses on such securities reflected, net of tax, as other comprehensive income 
(loss) in stockholders’ equity. Realized gains and losses on investments are included in earnings and are derived using 
the specific identification method for determining the cost of securities sold. 


WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (continued) 


Accounts Receivable — Accounts receivable relate principally to amounts due to us from pay-per-view providers 
and television networks for pay-per-view presentations and television programming, respectively, and balances due 
from the sale of home videos and magazines. Our accounts receivable represent a significant portion of our current 
assets. We are required to estimate the collectibility of our receivables and to establish allowances for the amount 
of accounts receivable that we estimate to be uncollectible. We base these allowances on our historical collection 
experience, the length of time our accounts receivable are outstanding and the financial condition of individual 
customers. Accounts receivable are charged off when considered uncollectible. Activity in the allowance for doubtful 
accounts is as follows: 





Charged 

Balance at (benefit) to Write-offs Balance at 

beginning costs and and end of 

of period expenses other period 
L008: cc BEE Ra Gee Ei EG ET IS thes $1,358 $ 2,521 $ 839 $4,718 
LOOM setrersie gh Pe Spo etn N oem tN P HS Ae Bien h ees eK $2,084 $ 47 $ (773) $1,358 
Transition 2006. ........ 0... ce eee eee eee eee $3,740 $ (1,574) $ (82) $2,084 
QO Ge sven tretis oan aes nash oh canandiaye dues rh Sina sts ns haat $3,287 $ 494 $ (41) $3,740 


Inventory — Inventory consists of merchandise sold on a direct sales basis, and DVDs, which are sold through 
wholesale distributors and retailers. Substantially all of our inventory is comprised of finished goods. Inventory is 
stated at the lower of cost (first-in, first-out basis) or market. The valuation of our inventories requires management to 
make market estimates assessing the quantities and the prices at which we believe the inventory can be sold. 


Feature Films — Feature films are recorded at the cost of production, including production overhead. The 
costs for an individual film will be amortized in the proportion that revenues bear to management’s estimates of the 
ultimate revenue expected to be recognized from exploitation, exhibition or sale of such film. Each reporting period, 
in accordance with Statement of Position 00-2 Accounting by Producers or Distributors of Films, management reviews 
and when necessary revises, its ultimate revenue and cost estimates, which may result in a change in the rate of 
amortization of film costs and/or write-down of all or a portion of the unamortized costs of the film to its estimated 
fair value. 


Property and Equipment — Property and equipment are stated at historical cost less accumulated depreciation 
and amortization. Depreciation and amortization are computed on a straight-line basis over the estimated useful lives of 
the assets or, when applicable, the life of the lease, whichever is shorter. Vehicles and equipment are depreciated based 
on estimated useful lives varying from three to five years. Buildings and related improvements are depreciated based 
on estimated useful lives varying from five to thirty-nine years. Our corporate aircraft is depreciated over ten years 
on a straight-line basis less an estimated residual value of $9,500. Planned major maintenance activities related to the 
corporate aircraft are capitalized and amortized over five years. 


Valuation of Long-Lived Assets — We periodically evaluate the carrying amount of long-lived assets when events 
and circumstances warrant such a review. 


Income Taxes — We account for income taxes in accordance with the provisions of Statement of Financial 
Accounting Standards (“SFAS”) No. 109, Accounting for Income Taxes. Our deferred provision was determined under 
the asset and liability method. Under this method, tax deferred assets and liabilities are recognized based on differences 
between the financial statement and income tax basis of assets and liabilities using presently enacted tax rates. Valuation 
allowances are established to reduce deferred tax assets to amounts management believes are more likely than not to 
be realized. We consider estimated future taxable income and ongoing tax planning strategies in assessing the need 
for valuation allowances. Accruals for uncertain tax positions are provided for in accordance with the requirements of 
FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, (FIN 48). Under FIN 48, we may recognize 
the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on 
examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (continued) 


financial statements from such a position should be measured based on the largest benefit that has a greater than 50% 
likelihood of being realized upon ultimate settlement. FIN 48 also provides guidance on derecognition of income tax 
assets and liabilities, classification of current and deferred income tax assets and liabilities, accounting for interest and 
penalties associated with tax positions, and income tax disclosures. Judgment is required in assessing the future tax 
consequences of events that have been recognized in our financial statements or tax returns. Variations in the actual 
outcome of these future tax consequences could materially impact our financial position, results of operations, or cash 
flows. 


Revenue Recognition — Revenues are generally recognized when products are shipped or as services are 
performed. However, due to the nature of several of our business lines, there are additional steps in the revenue 
recognition process, as described below. 


Pay-per-view programming: 


Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our initial 
estimate of the number of buys achieved. This initial estimate is based on preliminary buy information received from 
our pay-per-view distributors. Final reconciliation of the pay-per-view buys generally occurs within one year and any 
subsequent adjustments to the buys are recognized in the period new information is received. 


Television advertising: 


Revenues from the sale of television advertising are recorded when the commercial airs within our programming 
and are based upon contractual amounts previously established with our advertisers. These contractual amounts are 
typically based on the advertisement reaching a desired number of viewers. 


Sponsorships: 


Through our sponsorship packages, we offer advertisers a full range of our promotional vehicles, including 
internet and print advertising, arena signage, on-air announcements and special appearances by our Superstars. 
We follow the guidance of Emerging Issues Task Force (EITF) Issue 00-21 Revenue Arrangements with Multiple 
Deliverables, and assign the total sponsorship revenues to the various elements contained within a sponsorship package 
based on their relative fair values. Our relative fair values for the sponsorship elements are based upon a combination of 
historical prices and current advertising market conditions. Revenue from these packages is recognized as each element 
is delivered. 


Licensing: 


Revenues from our licensed products are recognized upon receipt of reports by the individual licensees that 
detail the royalties generated by related product sales. If we receive licensing advances, such payments are recorded as 
deferred revenue and are recognized as income when earned. 


Home video: 


Revenues from the sales of home video titles are recorded at the later of delivery by our distributor to wholesalers, 
or the date that these products are made widely available for sale by retailers, net of an allowance for estimated returns. 
The allowance for estimated returns is based on historical information and current industry trends. 


Magazine publishing: 


Publishing newsstand revenues are recorded when the magazine is shipped, net of an allowance for estimated 
returns. We estimate the allowance for newsstand returns based upon our review of historical return rates and the 
expected performance of our current titles in relation to prior issue return rates. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (continued) 


Advertising Expense — Advertising costs are expensed as incurred, except for costs related to the development 
of a major commercial or media campaign which are expensed in the period in which the commercial or campaign is 
first presented. 


Foreign Currency Translation — For the translation of the financial statements of our foreign subsidiaries 
whose functional currencies are not U.S. Dollars, assets and liabilities are translated at the year-end exchange rate, and 
income statement accounts are translated at average exchange rates for the year. The resulting translation adjustments 
are recorded in accumulated other comprehensive income, a component of stockholders’ equity. Foreign currency 
transactions are recorded at the exchange rate prevailing at the transaction date. 


Stock-Based Compensation — We adopted SFAS No 123(R), Share-Based Payment (SFAS 123(R)), which revises 
SFAS 123 and supersedes APB 25, on May 1, 2006. SFAS 123(R) requires that new, modified and unvested share- 
based payment transactions with employees, such as stock options and restricted stock, be recognized in the financial 
statements based on their fair value and recognized as compensation expense over the vesting period. We adopted 
SFAS 123(R) using the modified prospective method. Under this transition method, compensation cost recognized in 
the current period includes amounts of: (a) compensation cost of all share based awards granted to employees prior to, 
but unvested as of, May 1, 2006, based on grant date fair value estimated in accordance with the original provisions 
of SFAS 123, and (b) compensation cost for all stock based awards granted subsequent to May 1, 2006, based on the 
grant date fair value estimated in accordance with the new provisions of SFAS 123(R). In accordance with the modified 
prospective method, results for prior periods have not been restated. (See Note 14) For all periods presented, restricted 
stock unit and performance stock unit grants are recorded at fair value as of the issuance date, with the resulting 
compensation cost recorded over the vesting period. 


In the fiscal year ended April 30, 2006, we accounted for stock options issued to employees using the intrinsic value 
method as prescribed under Accounting Principles Board Opinion No 25, Accounting for Stock Issued to Employees, 
(“APB 25”) and related interpretations. Under this method, no compensation expense was recognized when the number 
of shares granted is known and the exercise price of the stock option is equal to or greater than the market price of our 
stock on the grant date. Stock options issued to non-employees were accounted for at fair value at the issuance date. 
We followed the disclosure-only provisions of SFAS No. 148, Accounting for Stock-Based Compensation — Transition 
and Disclosure, and SFAS No. 123, Accounting for Stock-Based Compensation. SFAS Nos. 148 and 123 encouraged, 
but did not require, companies to adopt a fair value based method for determining expense related to stock-based 
compensation. 


The following table provides relevant information as to reported results for the fiscal year ended April 30, 2006 
under our intrinsic value method of accounting for stock options with supplemental information as if the fair value 
recognition provisions of SFAS No. 123 had been applied: 


2006 

Reported income from continuing operations ........... 00. ccc tee tt eee eeees $47,012 
Add: Stock-based employee compensation expense included in reported 

income from continuing operations, net of related tax effects.... 2.0.0... eee cee eee 2,910 
Deduct: Total stock-based employee compensation expense determined 

under fair value based method for all awards, net of related tax effects ............. 0.0.0.0 eee (3,741) 
Pro forma income from continuing operations .......... 0... eee e teens $46,181 
Reported basic earnings from continuing operations per common share..............0 000 ce eee eee $ 0.68 
Pro forma basic earnings from continuing operations per common share ............. 0.0.0 eee ee eee $ 0.67 
Reported diluted earnings from continuing operations per common share .................000 cece $ 0.67 
Pro forma diluted earnings from continuing operations per common share.................000 eee eee $ 0.66 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (continued) 


Derivative Instruments — We hold warrants received from certain publicly traded companies with whom we have 
licensing or distribution agreements. Warrants received from our licensees and television programming distributors 
were initially recorded at their estimated fair value on the date of grant using the Black-Scholes option pricing model. 
That amount was recorded as deferred revenue and is amortized into operating income over the life of the related 
agreements using straight-line amortization. For 2008, 2007, transition 2006 and fiscal 2006, we recorded revenues of 
$493, $493, $329, and $493, respectively, related to the amortization of deferred revenue resulting from the receipt of 
such warrants. Subsequent to receipt, the warrants are adjusted to their estimated fair value each quarter, with changes 
in fair value included in other income (expense). 


Intangible Assets — Our intangible assets consist of the cost of acquired film libraries which are amortized 
over three years and acquired trademarks and trade names which are amortized over three to six years. To the extent 
capitalized, our intangible assets are being amortized over their estimated useful lives based on the period the assets 
are expected to contribute to our cash flows. We perform impairment tests whenever events or circumstances indicate 
that intangible assets might be impaired. 


Earnings Per Share — We present both basic and diluted earnings per share (EPS) amounts. Basic EPS is 
calculated by dividing net income by the weighted average number of common shares outstanding during the year. 
Diluted EPS is based upon the weighted average number of common and common equivalent shares outstanding during 
the year which is calculated using the treasury-stock method (see Note 3). Common equivalent shares are excluded 
from the computation in periods in which they have an anti-dilutive effect. Stock options for which the exercise price 
exceeds the average market price over the period are anti-dilutive and, accordingly, are excluded from the calculation. 


Recent Accounting Pronouncements — Effective January 1, 2008, we adopted SFAS No. 157, Fair Value 
Measurements, which establishes a framework for measuring fair value and requires enhanced disclosures about fair 
value measurements. SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants. SFAS 157 also requires disclosure about how fair value 
is determined for assets and liabilities and establishes a hierarchy for which these assets and liabilities must be grouped, 
based on significant levels of inputs as follows: 


Level | - quoted prices are available in active markets for identical assets or liabilities; 


Level 2 - quoted prices are available in active markets for similar assets and liabilities, and the value of the asset 
or liability can be estimated using other inputs that are observable in the market; or 


Level 3 - the value of the asset or liability is based on at least one unobservable input, and reflects a company’s 
own assumptions about the market value of the asset or liability, such as discounted cash flow models 
or valuations. 


The determination of where assets and liabilities fall within this hierarchy is based upon the lowest level of input 
that is significant to the fair value measurement. 


The following table sets forth the characterization within the hierarchy of those assets that are required to be 
measured at fair value on a recurring basis as of December 31, 2008: 


Quoted Market Significant Other Significant 





Prices in Active Observable Unobservable Fair Value at 

Markets Inputs Inputs December 31, 

(bevel, “(bevel)”. _s (Bevel 3): 2008 
Municipal bonds........... 000 cc cece eee $— $57,610 $ — $57,610 
Student loan auction rate securities ................ — — 22,299 22,299 
OMNES Cd ait ee a tel de ten aha tied alee ha edad 16 1,127 = 1,203 
MOAN se tdi ted Set orate fey ta nde ind ha eos tks ee ake $76 $58,737 $22,299 $81,112 





F-11 


WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (continued) 


Certain financial instruments are carried at cost on the consolidated balance sheets, which approximates fair 
value due to their short-term, highly liquid nature. These instruments include cash and equivalents, accounts receivable, 
prepaid expenses, accounts payable and accrued expenses. 


We have classified our investment in auction rate securities (“ARS”) within Level 3. Starting in February 2008, 
we experienced difficulty selling our investment in ARS due to multiple failures of the auction mechanism that provides 
liquidity to these investments. The securities have been classified within Level 3 as their valuation requires substantial 
judgment and estimation of factors that are not currently observable in the market due to the lack of trading in the 
securities, which continues as of December 31, 2008. 


The table below includes a roll forward of our investments in ARS from January 1, 2008 to December 31, 2008, 
and a reclassification of these investments from Level 2 to Level 3 in the valuation hierarchy. 





Significant Other Significant 
Observable Inputs Unobservable Inputs 
(Level 2) (Level 3) 
Fair Value January 1, 2008.................004. $ 77,335 $  — 
Purchases ..6. ce inceett ee Bake le be wee 46,780 — 
Dales ae Sie ha eh ee ee eS (89,765) (9,500) 
Transfers (out) IN... 2... ee eee (34,350) 34,350 
Unrealized (losses) ..........0.0 00 cece eee eee — (2,551) 
Total it ote ole itt ot Pie Se Bh Se tee Se et ole $ = $22,299 


In February 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 159, The Fair Value 
Option for Financial Assets and Financial Liabilities — Including an Amendment of FASB Statement 115 (SFAS 159). 
SFAS 159 expands opportunities to use fair value measurements in financial reporting and permits entities to choose to 
measure many financial instruments and certain other items at fair value. SFAS 159 was effective for us as of January 
1, 2008, but we did not elect to measure any additional financial instruments at fair value as a result of this statement. 
Therefore, the adoption of SFAS 159 has not had an impact on our Consolidated Financial Statements. 


In February 2008, the FASB issued FASB Staff Position (FSP) No. 157-2, Effective Date of FASB Statement 
No. 157. FSP No. 157-2, which delays the effective date of SFAS No. 157 for all non-financial assets and non-financial 
liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis 
(at least annually), until the beginning of the first quarter of 2009. We are currently evaluating the impact that FSP No. 
157-2 will have on our Consolidated Financial Statements. 


In June 2008, the FASB issued FSP Emerging Issues Task Force (EITF) 03-6-1, Determining Whether Instruments 
Granted in Share-Based Payment Transactions are Participating Securities. The FSP states that unvested share-based 
payment awards that contain non-forfeitable rights to dividends or dividend equivalents are considered “participating 
securities” as defined in EITF 03-6 and therefore should be included in the computation of earnings per share under 
the two-class method. This FSP is effective for financial statements issued for fiscal years and interim periods 
beginning after December 15, 2008. We are currently evaluating the impact the adoption of FSP 03-6-1 will have on 
our Consolidated Financial Statements. 


In October 2008, the FASB issued FASB Staff Position (FSP) 157-3, Determining the Fair Value of a Financial 
Asset When the Market for That Asset Is Not Active, which clarifies application of SFAS No. 157 in a market that is not 
active. FSP 157-3 was effective upon issuance, including prior periods for which financial statements have not been 
issued. The adoption of FSP 157-3 did not have a material impact on our Consolidated Financial Statements. 


F-12 


WORLD WRESTLING ENTERTAINMENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 
3. Earnings Per Share 


For purposes of calculating basic and diluted earnings per share, we used the following weighted average common 
shares outstanding: 





2008 2007 T 2006 2006 
BASIC) 2 sxc 6. he ee eck RE A UE VE 72,888,688 71,616,122 70,898,623 69,360,856 
Diltted) 22 4csb ehh whee nk SR he RE SS 73,523,270 72,301,211 71,596,238 70,175,854 
Dilutive effect of outstanding options ...................-. 61,225 209,576 289,442 170,186 
Dilutive effect of restricted stock units .................... 571,032 474,025 406,484 644,812 
Dilutive effect of employee share purchase plan............. 2,325 1,488 1,689 — 
Anti-dilutive outstanding options, end of year............... 157,000 174,400 277,000 306,200 


Net income or loss per share of Class A Common Stock and Class B Common Stock is computed in accordance 
with Statement of Financial Accounting Standards (SFAS) No. 128, Earnings per Share (SFAS No. 128) using the 
two-class method. As such, and in accordance with Emerging Issues Task Force 03-06, Participating Securities and 
the Two-Class Method under FASB Statement No. 128 (EITF 03-06), any undistributed earnings for each period are 
allocated to each class of common stock based on the proportionate share of the amount of cash dividends that each 
class is entitled to receive. As there were no undistributed earnings for year ended December 31, 2008, basic and diluted 
income per share was the same for both the Class A and Class B stockholders. 


4. Intangible Assets 


Our intangible assets consist principally of acquired wrestling based film libraries, trademarks and trade names. 
The cost of film libraries acquired during 2008, 2007, transition 2006 and fiscal 2006 was approximately $262, $363, 
$1,678 and $881, respectively. The cost of trademarks and trade names acquired during transition 2006 was $1,048. We 
did not purchase any trademarks and trade names in 2008, 2007 or fiscal 2006. Our intangible assets consisted of the 
following: 


December 31, 2008 








Gross Net 
Carrying Accumulated Carrying 
Amount Amortization Amount 
Film Wibraries 022,500 22008 toob ue eee he ea ie $ 7,929 $ (7,036) $ 893 
Trademarks and trade names ........... 2.0.0.0 e eee eee 3,708 (3,417) 291 





$11,637 $(10,453) —- $1,184 








December 31, 2007 
Gross Net 
Carrying Accumulated Carrying 
Amount Amortization Amount 
Film di braries tue yh ite, Sieh gb GS ee ag Sa $ 7,667 $ (6,005) $1,662 
Trademarks and trade names ........... 2.0.00. e eee eee 3,708 (3,068) 640 





$ 11,375 $ (9,073) $2,302 


December 31, 2006 





Gross Net 
Carrying Accumulated Carrying 
Amount Amortization Amount 
Film libraries: csc eaeny Geis eal oe Cate aot Pe $ 7,304 $ (5,077) $2,227 
Trademarks and trade names........... 0.0... cee cee eee 3,708 (2,607) 1,101 





$11,012 $ (7,684) — $3,328 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


4. Intangible Assets (continued) 


Amortization expense recorded for 2008, 2007, transition 2006, and fiscal 2006 was $1,380, $1,389, $859 and 
$2,028, respectively. 


The following table presents estimated future amortization expense: 





For the year ending December 31, 2009. .................0 00005 $1,004 
For the year ending December 31, 2010............ 0.2.00. 0 eee ee 146 
For the year ending December 31, 2011 ............ 0.2.00 .00 00 34 
TOUAL seeks ete Diane at Ae ee oete oO ede tots heleuy rebels e alee ate acstins geht, $1,184 


5. Investment Securities and Short-Term Investments 


Investments consisted of the following: 


December 31, 2008 














Unrealized 
Holding 

Amortized Gain Fair 

Cost (Loss) Value 
Student loan auction rate securities .............. $24,850 $(2,551) $22,299 
Municipal bonds............. 00.00 c eee eee ee 56,854 756 57,610 
OS ctor c,stnet atc corte net setts 123 (47) 76 
Totals Fao teehee eee SESE Be eS $81,827 $1,842) $79,985 





The unrealized holding loss of $1,842 at December 31, 2008 consisted of gross losses of $2,606 and gains 
of $764. 


December 31, 2007 











Unrealized 
Holding 
Amortized Gain Fair 
Cost (Loss) Value 
Municipal and student loan auction 

rate securities .... 0.0.0... eee eee ee $ 77,335 $ — $ 77,335 
Fixed income mutual funds and other .......... 54,175 (962) 53,213 
Total une ose eke eee an tte eee enn aoe $131,510  $(962) $130,548 





The unrealized holding loss of $962 at December 31, 2007 consisted of gross losses of $1,144 and gains of $182. 


December 31, 2006 











Unrealized 
Holding 

Amortized Gain Fair 

Cost (Loss) Value 
Fixed income mutual funds .................... $ 89,990 $(3,101) $ 86,889 

Municipal and student loan auction 

Tate SECUTILIES ©... ee ee ee eee 75,000 — 75,000 
Total sun ovate eves ever re $68 hs Sig SE eee $164,990 $3,101) $161,889 


The unrealized holding loss of $3,101 at December 31, 2006 consisted of gross losses of $3,188 and gains of $87. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


5. Investment Securities and Short-Term Investments (continued) 


Management deems investments to be impaired when a decline in fair value is judged to be other-than-temporary. 
If the cost of an investment exceeds its fair value, we evaluate, among other factors, general market conditions, the 
duration and extent to which the fair value is less than cost, as well as the intent and ability to hold the investment. 


Starting in February 2008, we experienced difficulty selling our investment in ARS due to multiple failures of 
the auction mechanism that provides liquidity to these investments. The securities for which auctions have failed will 
continue to accrue interest and be auctioned every 35 days until the auction succeeds, the issuer calls the securities, or 
they mature. Accordingly, there may be no effective mechanism for selling these securities and we may own long-term 
securities; as such, we have classified our investment in ARS as non-current investments. As of December 31, 2008, the 
Company had approximately $22,299 of student loan auction rate securities which have been valued at their estimated 
fair value. Our discounted cash flow analysis considered, among other things, the quality of the underlying collateral, 
the credit rating of the issuers, an estimate of when these securities are either expected to have a successful auction 
or otherwise return to par value and expected interest income to be received over this period. Because of the inherent 
subjectivity in valuing these securities, we also considered independent valuations obtained for each of our ARS as of 
December 31, 2008 in estimating their fair values. 


As of December 31, 2008 we do not believe the unrealized loss position in these securities of $2,551 is other-than- 
temporary and as such, the unrealized loss has been recorded as part of accumulated other comprehensive income in 
our Consolidated Statement of Stockholders’ Equity and Comprehensive Income. We currently believe that we have the 
ability to hold our ARS until one of the aforementioned remedies occur. 


In addition to the investments described above, we also hold warrants which we received from certain publicly 
traded companies with whom we have licensing or distribution agreements. The estimated fair value of these warrants, 
determined using the Black-Scholes model, was $1,127, $4,158 and $5,336 as of December 31, 2008, December 31, 2007 
and December 31, 2006, respectively, and is included in other current assets at December 31, 2008. We recognized 
mark to market adjustments of $(3,031), $(1,178), $839, and $1,474 during 2008, 2007, transition 2006, and fiscal 2006, 
respectively, relating to these warrants, which is included in other (expense) income, net. 


6. Property and Equipment 
Property and equipment consisted of the following: 


December 31, December 31, December 31, 

















2008 2007 2006 

Land, buildings and improvements .............. $ 72,061 $ 60,644 $ 56,084 
Equipment, 0.024, nia hight Hace ens 71,140 57,605 45,752 
Corporate aircraft..... 2.0.0.0... cece eee eee 20,858 20,829 20,829 
Vehicles: 2, st ete oak beeches Hed 634 634 634 

164,693 139,712 123,299 
Less accumulated depreciation and amortization .. . (72,326) (61,941) (55,327) 
Total i Sit,80 cA sd sa al, ge Ale ded he $92,367 $ 77,771 $ 67,972 


Depreciation expense was $11,703, $7,930, $4,698 and $8,444 in 2008, 2007, transition 2006, and fiscal 2006, 
respectively. 
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7. Feature Film Production Assets 


Feature film production assets are summarized as follows: 


December 31, December 31, December 31, 











2008 2007 2006 
Feature film productions: 
In release... 0... ee ec eee eee ee eee $ 5,871 $20,469 $34,104 
Completed but not released...................-. 22,666 — 18,558 
In production. ........ 00... eee eee eens 2,173 311 — 
In development .............. 00. c cece eee 947 1,110 898 
Total <eseicacs, santica, god deicacte oceticae de Neue Do acaaae be oealg shou $31,657 $21,890 $53,560 








We have released three theatrical films, two during Transition 2006, See No Evil and The Marine, and one in 
2007, The Condemned. During 2008 we recorded an impairment charge of $1,940 relating to lower than expected 
results for See No Evil. Due to lower than expected performance we recorded an impairment charge of $15,662 relating 
to The Condemned in 2007. 


Unamortized feature film production assets are evaluated for impairment each reporting period. If the estimated 
revenue is not sufficient to recover the unamortized asset, the asset will be written down to fair value. As stated above, 
during 2007 and 2008 we recorded asset impairment charges of $15,662 and $1,940, respectively, to cost of revenues. 
As of December 31, 2008, we do not believe any additional capitalized assets included in Feature Film Production 
Assets are impaired. 


We estimate that approximately 48% of “In release” film production assets will be amortized over the next twelve 
months. Approximately 75% of “In release” film production assets are estimated to be amortized over the following 
three years. 


In addition to the capitalized production costs related to the three released films, we have capitalized production 
costs for film projects which have been completed and are awaiting distribution during the upcoming year. These costs 
relate to our theatrical title 12 Rounds and a direct-to-video title Behind Enemy Lines 3: Colombia, which was co- 
financed with our distribution partner. Additionally, we currently have one direct-to-video title in-production and also 
have capitalized certain script development costs for various other film projects. Capitalized script development costs 
are evaluated at each reporting period for impairment if, and when, a project is deemed to be abandoned. Approximately 
$886, $367, $0, and $197 of previously capitalized development costs were expensed for abandoned projects in 2008, 
2007, transition 2006, and fiscal 2006, respectively. 


8. Accrued Expenses and Other Liabilities 
Accrued expenses and other liabilities consisted of the following: 


December 31, December 31, December 31, 











2008 2007 2006 
Accrued pay-per-view event costs ......... 0.00 c cece aes $ 4,105 $ 4,959 $ 5,228 
Accrued payroll related costs... 00.0.0... 00 cece eee eee 7,972 7,737 5,403 
Accrued legal and professional fees....................05. 2,173 1,849 2,051 
Accrued home video production and distribution ........... 2,816 5,198 5,144 
ACCHUER ONES 2 ee ban? ced maces Sale oa Bet dete ois 10,055 10,941 7,709 
Total? sweetie te otis oele tent Levels sad mae ee Oe Tae ee $27,121 $30,684 $25,535 


Accrued other includes accruals for our publishing, television, and licensing business activities, none of which 
exceeds 5% of current liabilities. 
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9. Debt 


In 1997, we entered into a mortgage loan agreement under which we borrowed $12,000 at an annual interest rate 
of 7.6% with a maturity date of December 31, 2013. Principal and interest are to be paid in 180 monthly installments of 
approximately $112. The loan is collateralized by our executive offices and television studio in Stamford, Connecticut. 


As of December 31, 2008 the scheduled principal repayments under our mortgage obligation were as follows: 





For the year ending December 31, 2009... 00... . eee ec ent tence ene $1,002 
For the year ending December 31, 2010... 0.2... eet e eens 1,082 
For the year ending December 31, 2011... 0.0... eee cent een ene 1,169 
For the year ending December 31, 2012... 0.0... cet n ene eees 1,262 
For the year ending December 31, 2013... 0.0... 0. eee n en enes 360 
Total A398 det sitet ths ot at ts Olt ade tea A Ld ID ad yl ote ald Sik oth a LD ak tek te $4,875 


10. Income Taxes 


For 2008, 2007, transition 2006, and fiscal 2006, we were taxed on our income from continuing operations at 
an effective tax rate of 34.5%, 31.8%, 31.5% and 39.6%, respectively. Our income tax provision related to our income 
from continuing operations for 2008, 2007, transition 2006 and fiscal 2006 was $23,940, $24,337, $14,529 and $30,884, 
respectively, and included federal, state and foreign taxes. 


The components of our tax provision from continuing operations were as follows: 








2008 2007 T 2006 2006 

Current: 

Federal 2: ticci 8o-e te gids Reine Dae eh SSE ye be $16,089 $27,994 $11,514 $22,595 

State and local .. 0.0... cee eee 265 3,708 278 7,232 

POTe1 On 2 PAA feat tt oh le 981 57 295 2,718 
Deferred: 

ederall ccctstos to Sostraret th ened 6 Wa ee AN 6,453 (6,721) 2,167 = (2,139) 

State and. local*.2:.%9.2.05 Steen eke ei ho ee 161 (701) 275 478 

Ore Git Aa ee a tort hale kala at (9) — — _ 
Total osed ee ¥ eae ect Ne, seed Gey EG, Do dreeaw ae PdradeOs $23,940 $24,337 $14,529 $30,884 











The income tax provision allocated to continuing operations and discontinued operations was as follows: 

















2008 2007 T 2006 2006 
Provision for income taxes - continuing operations.......... $23,940 $24,337 $14,529 $30,884 
Provision for income taxes - discontinued operations........ — — — 23 
Total allocated provision for income taxes................. $23,940 $24,337 $14,529 $30,907 
Components of income before income taxes are as follows: 

2008 2007 T 2006 2006 
Sie ads, yee nkee Baan Dodo ea hen Vwrew es ehes oP eee $67,723 $76,205 $45,801 $77,357 
International subsidiaries........... 0.0.0.0 cece eee eee 1,633 269 345 539 
Income before income taxeS....... 00.0.0. c cece ee eee $69,356 $76,474 $46,146 $77,896 
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10. Income Taxes (continued) 


The following sets forth the difference between the provision for income taxes from continuing operations 
computed at the U.S. federal statutory income tax rate of 35% and that reported for financial statement purposes: 








2008 2007 T 2006 2006 
Statutory U.S. federal tax at 35%... 0... eee $24,275 $26,773 $16,150 $27,263 
State and local taxes, net of federal benefit.............. 908 1,954 876 5,012 
Foreign rate differential .............. 0.00.0 ee eee eee 264 (38) 142 157 
Tax exempt interest income ............. 0000 e eee eee (1,489) (2,664) (1,524) (1,205) 
Valuation allowance ........ 0... cece eee ees 109 610 11 292 
Unrecognized tax benefits ..... 0.0.0... eee eee eee (236) = (2,177) — — 
OMe E os ond nase cies ea cast aeons a eens 109 (121) ~— (1,126) (635) 
Provision for income taxes. ....... 0.00000 c eee eee eens $23,940 $24,337 $14,529 $30,884 


The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and 


deferred tax liabilities of continuing operations consisted of the following: 


December 31, December 31, 


December 31, 























2008 2007 2006 
Deferred tax assets: 
Accounts receivable ........ 00... c eee cece eee eee $ 1,717 $ 501 764 
INVentOry: 2. p.chact ends eee Dee ek AA TS eS 3,830 2,784 2,174 
Prepaid royalti€s’.¢.cc.4. 6 che oo oe Sea eee ee os 2,015 3,623 4,270 
Stock options/stock compensation. ..............000000 eee 1,528 2,918 2,505 
Credits and net operating loss carryforwards ............... 1,150 — — 
Investin ents? 4735 eck tse ea ie bk Ri ee ees 2,447 2,202 2,845 
Intangible assets... 0.0... eee ee eens 3,100 3,029 3,262 
Feature film production asset.............. 000 e eee ences — 6,032 — 
Accrued liabilities and reserves ........... 000 cece eee 1,243 217 — 
Indirect income tax benefit.... 0.0.00... 00. cee eee 2,269 4,365 — 
Deferred tax assets, STOSS.. 0... kee eee 19,299 25,671 15,820 
Valuation allowance ........ 0.0... cece eens (2,788) (1,622) (1,799) 
Deferred tax assets, net... 0.0.0... ee eee 16,511 24,049 14,021 
Deferred tax liabilities: 
Property and equipment depreciation ..................... (3,053) (4,323) (5,032) 
Accrued liabilities and reserves ............ 00 cece eee — — (274) 
Feature film production asset............. 000 c cece e eee (6,385) = — 
Total deferred tax assets, net .... 0... cece eee $ 7,073 $19,726 8,715 











The temporary differences described above represent differences between the tax basis of assets or liabilities and 
amounts reported in the consolidated financial statements that will result in taxable or deductible amounts in future 
years when the reported amounts of the assets or liabilities are recovered or settled. As of December 31, 2008, December 
31, 2007 and December 31, 2006, $7,113, $5,571 and $4,871, respectively, of the net deferred tax assets are included 
in prepaid expenses and other current assets and the remaining $(40) is in other liabilities while prior year amounts of 
$14,155 and $3,843, respectively, are included in other non-current assets in our consolidated balance sheets. 


As of December 31, 2008, December 31, 2007 and December 31, 2006, we had valuation allowances of $2,788, 
$1,622 and $1,799, respectively, to reduce our deferred tax assets to an amount more likely than not to be recovered. The 
valuation allowance is primarily related to the deferred tax asset arising from losses on investments which are capital in 
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10. Income Taxes (continued) 


nature for which realization is uncertain. These capital loss carryforwards that remain at December 31, 2008 begin to 
expire in 2009. The remaining valuation allowance relates to losses incurred as a result of our Australian film entities, 
and are not expected to be realized. 


We are subject to periodic audits of our various tax returns by government agencies which could result in possible 
tax liabilities. Although the outcome of these matters cannot currently be determined, we do not believe that amounts, if 
any, which may be required to be paid by reason of such audits will have a material effect on our financial statements. 


U.S. income taxes have been provided on unremitted earnings of our Brazilian entity and our Australian film 
entities due to the fact that WWE expects to remit or remitted during 2008 all earnings from these entities. U.S. income 
taxes will be provided for unremitted earnings of any future special purpose entity film company because of the 
tentative nature of such entities. 


US. income taxes have not been provided for on approximately $3,700 of unremitted earnings of our remaining 
international subsidiaries. These earnings are expected to be indefinitely reinvested overseas. It is not practical to 
compute the estimated deferred tax liability on these earnings. Any additional U.S. taxes payable on the remaining 
foreign earnings, if remitted, would be substantially offset by credits for foreign taxes already paid. 


FIN 48 


In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an 
interpretation of FASB Statement No. 109 (FIN 48). FIN 48 clarifies the accounting for income taxes by prescribing 
a minimum probability threshold that a tax position must meet before a financial statement benefit is recognized. 
As a result of the implementation of FIN 48 on January 1, 2007, we recognized a $1,502 increase in the liability for 
unrecognized income tax benefits, with a corresponding decrease in the opening balance of retained earnings. 


At the adoption date of January 1, 2007, we had $14,018 ($10,382 net of federal benefit) of unrecognized tax 
benefits and related interest, all of which would affect our effective tax rate, if recognized. At December 31, 2008 
and December 31, 2007, we had $7,231 ($4,963 net of federal benefit) and $13,130 ($8,765 net of federal benefit), 
respectively, of unrecognized tax benefits and related interest and penalties, all of which would affect our effective tax 
rate if recognized. 


We file income tax returns in the U.S., various states and various foreign jurisdictions. With few exceptions, we 
are subject to income tax examinations by tax authorities for years on or after April 30, 2005. Based upon the expiration 
of statutes of limitations in several jurisdictions, the Company believes it is reasonably possible that the total amount of 
previously unrecognized tax benefits may decrease by approximately $167 within 12 months of December 31, 2008. 


Unrecognized Tax benefits Tabular Reconciliation 





OSS oe 

Beginning Balance- January 1...... 0.0.0.0 nes $ 9,541 $10,514 
Increase to unrecognized tax benefits recorded for positions 

taken during the current year... 2.2... ects 1,783 1,949 
Decrease in unrecognized tax benefits relating to 

settlements with taxing authorities......... 00.0... cece cette es (3,049) = 
Decrease to unrecognized tax benefits Recorded for 

positions taken during a prior period .......... 2.0... cc cee eee eee (110) (985) 
Decrease to unrecognized tax benefits resulting from a lapse 

of the applicable statute of limitations ............... 00.0 cece eee eee (2,082) (1,937) 
Ending Balance- December 31.......... 0000. c cece cee tne teens $6,083 $ 9,541 
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At December 31, 2008 and December 31, 2007, we had $6,083 ($4,137 net of federal benefit) and $9,541 ($6,484 
net of federal benefit), respectively, of unrecognized tax benefits, all of which would affect our effective tax rate if 
recognized. 


We recognize potential accrued interest and penalties related to uncertain tax positions in income tax expense. 
At December 31, 2007, we had approximately $3,589 of accrued interest related to uncertain tax positions. We have 
approximately $1,148 of accrued interest and penalties related to uncertain tax positions as of December 31, 2008. 


11. Commitments and Contingencies 


We have certain commitments, including various non-cancelable operating leases, performance contracts with 
various performers and employment agreements with certain executive officers. 


Future minimum payments as of December 31, 2008 under the agreements described above were as follows: 








Operating 
Lease Other 
Commitments Commitments Total 
For the year ending December 31, 2009.................0000 $2,185 $19,455 $21,640 
For the year ending December 31, 2010...................... 1,606 16,778 18,384 
For the year ending December 31, 2011 ...................... 1,205 9,877 11,082 
For the year ending December 31, 2012...................4.. 881 5,966 6,847 
For the year ending December 31, 2013...................... 643 3,851 4,494 
Whéreatteri<. 22 oA es 320, ee AS Le ee a Oe ets 891 10,953 11,844 
Total! fen ec fe Sia 2S Be et ea RR EN BR FS $7,411 $66,880 $74,291 


Rent expense under operating leases included in continuing operations was approximately $2,758, $2,609, $1,363 
and $2,460 for 2008, 2007, transition 2006 and fiscal 2006, respectively. 


Legal Proceedings 


World Wide Fund for Nature 


In April 2000, the World Wide Fund for Nature and its American affiliate, the World Wildlife Fund (collectively, 
the “Fund”) instituted legal proceedings against us in the English High Court seeking injunctive relief and unspecified 
damages for alleged breaches of a 1994 agreement between the Fund and us regarding the use of the initials “wwf”. 
In August 2001, a High Court judge granted the Fund’s motion for summary judgment, holding that we breached the 
agreement by using the initials “wwf” in connection with certain of our website addresses and our former scratch logo. 
The English Court of Appeal subsequently upheld that ruling. As a result we are subject to an injunction barring us, 
either directly or indirectly, from most uses of the initials “wwf.” 


As part of its original complaint, the Fund included a damages claim. On October 29, 2004, the Fund filed a 
claim for damages in the English High Court seeking actual damages for legal and other costs of approximately $575, 
which we have provided for, and substantial monetary claims in an amount calculated as a royalty based on certain 
percentages of our profits over the period January 1997 through November 2002. We filed an application to determine 
as a preliminary issue the propriety of the Fund’s basis upon which damages were claimed. The Court ruled that the 
Fund is entitled in point of law to seek restitutionary damages, but that the question whether the Fund was entitled in 
point of fact to claim or recover damages on that basis remained undetermined. We appealed this decision, and by order 
and judgment dated April 2, 2007, the English Court of Appeals reversed the High Court, ruling that the Fund is not 
entitled in point of law to seek restitutionary damages against us. On May 1, 2007, the Fund filed a petition to the House 
of Lords for leave to appeal the judgment of the Court of Appeals, which the House of Lords refused. 
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11. Commitments and Contingencies (continued) 


We strongly believe that the Fund has not suffered any loss or damage, and would vigorously defend against 
any damages claim if the Fund attempted, after so many years, to amend its complaint to assert one. Based upon the 
decisions of the Court of Appeals and House of Lords, we do not believe this matter will have a material adverse effect 
on our financial condition, results of operations or liquidity. 


Shenker & Associates; THO/Jakks. 


On November 14, 2000, Stanley Shenker & Associates, Inc. (““SSAT’) filed a complaint against us in the Superior 
Court of Connecticut, relating to the termination of an agency agreement between SSAI and us. In October 2003, as 
a result of significant litigation misconduct by the plaintiff and its principal, Stanley Shenker (“Shenker”), the court 
issued a comprehensive opinion and order, dismissing plaintiff’s case against us with prejudice and entering a default 
judgment in our favor on all of our counterclaims for tortious interference with business relations, conversion, fraud 
and conspiracy. 


We also filed a complaint against James Bell (“Bell”), one of our former officers, and certain entities related 
to him, with respect to irregularities in the licensing program, which came to light through discovery in the SSAI 
litigation. On February 10, 2005, Bell pleaded guilty in the U.S. District Court for the District of Connecticut to mail 
fraud as a result of kickbacks Bell was paid by Shenker based on royalties received from certain WWE licensing 
agreements. On January 12, 2007, Shenker pleaded guilty in the U.S District Court for the District of Connecticut to 
conspiracy to commit interstate transportation of money obtained by fraud and wire fraud by, among other things, 
depriving us of honest services through Shenker’s and Bell’s secret arrangement to split between themselves royalty 
commission monies paid by WWE licensees. On May 1, 2007, Shenker and Bell were sentenced to thirty-three and 
eight months, respectively, in prison as a result of their criminal conduct directed against us. 


On October 19, 2004, as a result of information uncovered in connection with the SSAI matter, we filed an action 
in the U.S. District Court for the Southern District of New York against Jakks Pacific, Inc. (“Jakks”), two foreign 
subsidiaries of Jakks, THQ Inc. (“THQ”), THQ/Jakks Pacific LLC (“THQ/Jakks LLC”), SSAI and Bell Licensing, 
LLC. The suit also names as defendants certain senior executives of Jakks, THQ, Shenker and Bell. Our lawsuit 
alleged violations of the Racketeer Influenced and Corrupt Organization Act (RICO) and the Sherman Act, and various 
claims under state law. We sought treble, punitive and other damages and a declaration that the existing videogame 
license with THQ/Jakks LLC and a related amendment to the toy licenses with Jakks are void and unenforceable. In 
an order dated March 31, 2006, the Court: (1) denied the defendants’ motions to dismiss the RICO claim based on their 
enterprise argument; (2) granted the defendants’ motions to dismiss the Robinson-Patman Act claim; and (3) granted 
the defendants’ motions to dismiss the Sherman Act claim. In response to additional motions to dismiss, the court 
entered an order dated December 21, 2007, dismissing our RICO claim because the court found it failed to allege a 
cognizable RICO injury and it was time-barred, and dismissing the lawsuit because there were no remaining federal 
claims. On December 28, 2007, we timely filed a notice of appeal with the U.S. Court of Appeals for the Second Circuit. 
The appeal has been fully briefed as of February 19, 2009. 


On October 13, 2006, we filed a complaint in the Superior Court of the State of Connecticut against THQ and 
THQ/Jakks LLC arising out of the improper sublicense of rights to certain WWE-branded videogames in violation of 
the applicable videogame license agreement. The complaint alleged claims for, among other things, breach of contract, 
unjust enrichment, violation of the Connecticut Unfair Trade Practices Act and a declaration that we are entitled to 
terminate the videogame license agreement with THQ/Jakks LLC. On March 30, 2007, we filed a motion to cite in 
and to amend complaint in order to add new claims against the existing defendants, THQ and THQ/Jakks LLC, and 
new defendants, Jakks, certain officers of Jakks, Stanley Shenker and Associates, Inc., and Shenker. The new claims 
relate to the defendants’ conduct in connection with the corruption of WWE’s agents, Shenker and Bell, and collusion 
to secure the WWE videogame license for THQ/Jakks LLC. In December 2007, we amended our complaint to assert 
additional claims relating to the defendants’ corruption of Shenker and Bell to secure certain toy licensing rights. 
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11. Commitments and Contingencies (continued) 


On March 13, 2008, the defendants filed motions before the state court for summary judgment and to strike, 
seeking the dismissal of all counts of the amended complaint relating to the illegal procurement of the videogame license 
and certain amendments to the toy license. On August 29, 2008, the court issued a memorandum of decision, granting 
the defendants’ motions for summary judgment and dismissing those counts of the amended complaint relating to the 
illegal procurement of the videogame license and certain amendments to the toy license. The counts of the amended 
complaint relating to the defendants’ illegal sublicensing of rights under the videogame license were not dismissed. On 
September 18, 2008, we filed a motion to reargue with respect to the court’s August 29, 2008 memorandum of decision, 
which was denied on December 12, 2008. On December 31, 2008, we timely filed a notice of appeal with the Court of 
Appeals of the State of Connecticut. 


On January 20, 2009, we filed a motion for partial summary judgment on our claims that THQ/Jakks illegally 
sublicensed rights in breach of the videogame license, which entitles us to terminate the videogame license. On February 
24, 2009, the defendants filed their response to our motion as well as their own motion for summary judgment on these 
claims. 


On July 1, 2008, THQ and Brian Farrell filed a cross-complaint in the Superior Court of the State of Connecticut 
against Jakks. The cross-complaint asserts claims for (1) breach of fiduciary duty by, among other things, failing to 
keep THQ fully informed of the severity and the potential consequences of the allegations asserted by WWE, failing 
to provide THQ with information THQ requested to allow it to respond to the allegations, failing to allow THQ an 
opportunity to take steps to resolve the dispute with WWE, and placing its own interests ahead of the interests of THQ/ 
Jakks LLC; and (2) breach of the operating agreement between Jakks and THQ with respect to THQ/Jakks LLC (the 
“LLC Agreement”) by failing to use its best efforts to maintain the relationship between WWE and THQ/Jakks LLC. 
In addition to the foregoing claims, the cross-complaint asserts separate claims for breach of fiduciary duty, breach of 
contract, fraudulent inducement, unjust enrichment, indemnification, cancellation of the LLC Agreement, rescission of 
the LLC Agreement, and declaratory relief, to the extent that we prevail on any of our claims against Jakks. 


IPO Class Action 


In December 2001, a purported class action complaint was filed against us asserting claims for alleged violations 
of the federal securities laws relating to our initial public offering in 1999. Also named as defendants in this suit 
were Vincent K. McMahon, Linda E. McMahon and August J. Liguori, a former Chief Financial Officer (collectively, 
the “Individual Defendants”) and the underwriters of our initial public offering. According to the allegations of the 
Complaint, the underwriter defendants allegedly engaged in manipulative practices by, among other things, pre-selling 
allotments of shares of our stock in return for undisclosed, excessive commissions from the purchasers and/or entering 
into after-market tie-in arrangements which allegedly artificially inflated the Company’s stock price. 


In December 2006, the Court of Appeals for the Second Circuit ruled that the certification of this proceeding as 
a class action was invalid and remanded the case to the Southern District of New York (“SDNY”). The class plaintiffs 
requested the Second Circuit to reconsider, which was denied. We are unable to predict whether the plaintiffs will be 
successful in amending their claims in accordance with the Second Circuit’s ruling or whether the case will be resolved 
by settlement. 


Levy et al. 


On July 24, 2008, we were served with a summons and complaint from three of our former talent purporting to 
be on behalf of themselves and a class of similarly situated persons. The lawsuit alleges breach of contract and unjust 
enrichment arising from our treating them as independent contractors rather than employees, which the plaintiffs 
allege is an erroneous classification. On August 22, 2008, we timely removed the lawsuit to the U.S. District Court for 
the District of Connecticut. We filed a motion to dismiss the lawsuit in its entirety on September 29, 2008 which, on 
February 20, 2009, was granted by the Court. 
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11. Commitments and Contingencies (continued) 
Other Matters 


We are not currently a party to any other material legal proceedings. However, we are involved in several other 
suits and claims in the ordinary course of business, the outcome of which is not expected to have a material adverse 
effect on our financial condition, results of operations or liquidity. We may from time to time become a party to other 
legal proceedings. 


12. Related Party Transactions 


Vincent K. McMahon, Chairman of the Board of Directors, and his wife, Linda E. McMahon, Chief Executive 
Officer, control approximately 88% of the voting power of the issued and outstanding shares of our common stock. 
Through their beneficial ownership of a substantial majority of our Class B common stock, Mr. and Mrs. McMahon 
can effectively exercise control over our affairs. 


Beginning with the quarterly dividend payment in March 2008, Vincent K. McMahon, Linda E. McMahon and 
members of their immediate family, as well as trusts for members of their family, have waived their respective rights to 
any portion of the quarterly cash dividend in excess of the first $0.24 per share. This waiver applies to all Class A and 
Class B common stock beneficially owned by any of the parties for a three year period ending February 2011, subject 
to earlier termination in the event of the death of Vincent K. McMahon. 


In June 2008, the Company performed a brand awareness campaign entitled McMahon’s Million Dollar Mania™, 
whereby a total of $3,000 in cash prize awards was given away to viewers of our Monday Night Raw television program. 
The prize money for this campaign was personally funded by the Chairman of WWE, Vincent K. McMahon. As such, 
the Company received a capital contribution of $1,950, representing the net of tax impact to WWE for the prize money 
awarded to the selected contestants. 


WWE currently holds employment contracts with both Vincent K. McMahon and Linda E. McMahon, which run 
through October 2010, with annual renewals thereafter if not terminated by us or Mr. or Mrs. McMahon. In addition, 
Mr. McMahon holds a talent contract that is coterminous with his employment contract. Mr. McMahon waives all 
of his compensation under theses agreements, except for a salary of $850 per year. Mrs. McMahon waives all of her 
compensation except for a salary of $500 per year. 


13. Stockholders’ Equity 


Our Class B common stock is fully convertible into Class A common stock, on a one for one basis, at any time at 
the option of the holder. The two classes are entitled to equal per share dividends and distributions and vote together as a 
class with each share of Class B entitled to ten votes and each share of Class A entitled to one vote, except when separate 
class voting is required by applicable law. If, at any time, any shares of Class B common stock are beneficially owned 
by any person other than Vincent McMahon, Linda McMahon, any descendant of either of them, any entity which is 
wholly owned and is controlled by any combination of such persons or any trust, all the beneficiaries of which are any 
combination of such persons, each of those shares will automatically convert into shares of Class A common stock. 
Through his beneficial ownership of a substantial majority of our Class B common stock, our controlling stockholder, 
Vincent McMahon, can effectively exercise control over our affairs, and his interests could conflict with the holders of 
our Class A common stock. 


Beginning in February 2008, the Board of Directors authorized an increase in the quarterly cash dividend to 
$0.36 per share on all Class A common shares not held by the McMahon family. The quarterly dividend on all Class 
B shares, held by members of the McMahon family and their respective trusts, will remain at $0.24 per for a period 
of three years, through February 2011. We paid four quarterly dividends of $0.36 per share, or $35,592, on all Class A 
common shares and $0.24 per share, or $45,805, on all Class B common shares in 2008. 
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14. Share Based Compensation 


The 2007 Omnibus Incentive Plan (“2007 Plan”) provides for grants of options and other forms of equity-based 
incentive awards as determined by the compensation committee of the Board of Directors as incentives and rewards to 
encourage employees, directors, consultants and performers to participate in our long-term success. Prior to the 2007 
Plan, share based compensation was governed by the Company’s Long-Term Incentive Plan (“LTIP”), which provided 
for grants of options to purchase shares at a price equal to the fair market value on the date of grant. In 2004, we 
began issuing restricted stock units (“RSUs’’), which generally vest annually. Current grants outstanding have vesting 
periods between three and seven years. In July 2007, we began issuing performance stock units (“PSUs”) in addition 
to RSUs. 


As of December 31, 2008 there were approximately 3.8 million shares available for future grants under the 2007 
Plan. It is our policy to issue new shares to satisfy option exercises and the vesting of RSUs and PSUs. 


Stock based compensation cost was $7,956, $7,777, $4,843 and $4,694 for 2008, 2007, transition 2006 and fiscal 
2006, respectively. The total recognized tax benefit was $3,023, $2,955, $1,501 and $1,878 for 2008, 2007, transition 
2006, and fiscal 2006, respectively. 


SFAS 123(R) also amends SFAS No. 95, Statement of Cash Flows, requiring the benefits of tax deductions in 
excess of recognized compensation costs to be reported as financing cash flows, rather than as operating cash flows 
as previously required. The tax benefits in excess of recognized compensation cost for 2008, 2007 and transition 2006 
were $1,081, $841 and $712, respectively. 


Stock Options 


The fair value of stock options was determined using the Black-Scholes valuation model. Such value is recognized 
as expense over the service period, net of estimated forfeitures, using the straight line method under SFAS 123(R). We 
have not granted any stock options since June 2004. We did not recognize stock compensation cost for stock options 
prior to the adoption of SFAS 123(R) on May 1, 2006. See Note 2 for pro forma net income disclosures for fiscal 
2006. 


The following table summarizes stock option activity for 2008: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Exercise Contractual _ Intrinsic 





Stock Options Shares Price Term Value 

Outstanding at December 31, 2007 ............ 0.0.0. e cee ee eee 1,193,062 $13.16 2.3 $2,298 
Granted. cat ae eet aus entity aa te aoa in! — — — — 
EX€rcised 2. c4. tc eh Set RN Gt et OG RS eal Se (517,452) $12.11 —- _- 
Forféited/Expired i032 sib. sia f DL PaaS ORE ohare Yea Eos (30,222) $13.16 — — 
Outstanding at December 31, 2008 ............ 0.002.000 eee eee 645,388 $14.00 1.5 $ 0 
Vested at December 31, 2008. ... 0... 0.0 ene 645,388 $14.00 1.5 $ 0 
Exercisable at December 31, 2008 ............. 00.00 e ee eee eee 645,388 $14.00 1.5 $ 0 


As of December 31, 2008, there is no additional compensation cost related to unvested options that has not 
yet been recognized. We estimate forfeitures, based on historical trends, when recognizing compensation expense 
associated with stock options, and will adjust our estimate of forfeitures when they are expected to differ. The intrinsic 
value of options exercised was approximately $2,730, $2,038, $1,331 and $4,609 for 2008, 2007, transition 2006 and 
fiscal 2006, respectively. 
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14. Share Based Compensation (continued) 


Cash received from option exercises under all share-based payment arrangements was $6,268, $6,170, $3,679 
and $16,823 for 2008, 2007, transition 2006 and fiscal 2006, respectively. Tax benefits realized from tax deductions 
associated with stock option exercises totaled $1,037, $774, $506 and $1,751 for 2008, 2007, transition 2006 and fiscal 
2006, respectively. 


Restricted Stock Units 


The fair value of restricted stock units (RSUs) is determined based on the number of shares granted and the 
quoted price of our common stock on the grant date. The fair value of restricted stock units is recognized as expense 
over the service period, net of estimated forfeitures, using the straight-line method under SFAS 123(R). We estimate 
forfeitures, based on historical trends, when recognizing compensation expense and adjust the estimate of forfeitures 
when they are expected to differ. For the year ended December 31, 2008, we estimate that 8% of the current year’s 
restricted stock units will be forfeited over the life of the grant. 


During 2008, we granted 105,000 RSUs at a weighted average price per share of $15.80 and an aggregate grant- 
date fair value of approximately $1,659. Such issuances were granted to officers and employees under our 2007 Plan. 
We recognized $1,867 of compensation expense associated with restricted stock units, which was classified as selling, 
general and administrative expense. Tax benefits realized from RSU related compensation expense totaled $709. 


We granted 190,750, 517,750 and 611,000 RSUs in 2007, transition 2006 and fiscal 2006, respectively, with an 
aggregate grant-date fair value of approximately $3,063, $8,538 and $7,869, respectively. During 2007, transition 2006 
and fiscal 2006, we recognized $4,931, $4,451 and $4,694, respectively, of compensation expense associated with 
restricted stock units, which was classified as selling, general and administrative expense. During 2007, transition 
2006 and fiscal 2006, tax benefits realized from RSU related compensation expense totaled $1,874, $1,691 and $1,784, 
respectively. 


The following table summarizes the activity of restricted stock units: 








Weighted 
Average 

Grant 
Date Fair 

Restricted Stock Units Shares Value 
Unvested at December 31, 2007... 00... cece ee 761,384 $15.03 
Granted Sect OA Rh ie i heh Ge hele Aan St GE, Sake 105,000 $15.80 
Vested cide ences teats aremits we ee eco pee Re ieee cle haces aaah anit a ante las (451,385) $16.04 
Forféited/Expired) ...-..3-it see te eee wid eb ea bed ees we ee (66,248) $16.03 
Dividends). .28 oo beet pa eh ts ae pies Lat Pei hc theta See 53,239 $15.13 
Unvested at December 31, 2008... 0.0... cee eens 401,990 $15.79 


The grant date fair value of restricted stock units vested was $7,240, $6,476, $2,372 and $4,475 for 2008, 2007, 
transition 2006 and fiscal 2006, respectively. 


As of December 31, 2008 there was $2,388 of total unrecognized compensation cost related to unvested RSUs to 
be recognized over a weighted-average period of approximately 0.7 years. Based on the current restricted stock units 
outstanding, $1,788 of compensation expense will be recognized in 2009 and the remaining $600 will be recognized 
from 2010 to 2011. 
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14. Share Based Compensation (continued) 
Performance Stock Units 


The estimated grant of PSUs is communicated to employees on the communication date, with the amount of the 
grant based on achieving predetermined financial metrics. The estimated number of PSUs expected to be issued is 
adjusted quarterly, based on the current performance of the Company. The ultimate number of PSUs that are issued to 
an employee is a function of the actual performance of the Company compared to the performance targets. 


The fair value of PSUs is initially determined based on the number of shares granted and the quoted price of our 
common stock on the grant date. The fair value of performance stock units is recognized as expense over the service 
period, net of estimated forfeitures, using the straight-line method under SFAS 123(R). We estimate forfeitures, based 
on historical trends, when recognizing compensation expense and adjust the estimate of forfeitures when they are 
expected to differ. For the year ended December 31, 2008, we estimate that 8% of the current year’s performance stock 
grants will be forfeited over the life of the grant. 


The July 2007 issuance of approximately 475,000 PSUs was subject to performance goals established for the last 
two quarters of 2007. As these goals were exceeded, approximately 585,000 PSUs were ultimately issued in 2008 that 
vest in three annual installments that began in July 2008. 


During 2008, we issued approximately 471,500 PSUs at a weighted average price per share of $18.83, as part of 
our 2007 Omnibus Incentive Plan. Based on the financial results for the year ended December 31, 2008, approximately 
310,800 PSUs are expected to be issued in 2009 related to this grant. The estimated compensation expense is $3,168 and 
the PSUs will vest in three annual installments beginning in July 2009. In 2008, we recognized $5,839 of compensation 
expense associated with performance stock units, which is classified as selling, general and administrative expense, as 
compared to $2,345 in 2007. Tax benefits realized from PSU related compensation expense totaled $2,219 and $891 in 
2008 and 2007, respectively. 


The following table summarizes the activity of performance stock units: 


Weighted 
Average 

Grant 
Date Fair 

Performance Stock Units Shares Value 
Unvested at December 31, 2007 ... 2... 0. ec cece ee 466,750 $ 16.01 
Adjustmentis:is.2. sated tinh dt a ee gt tie tae eae 113,250 $ 16.29 
Grratited sa) te tk ct, et haha tke ta A ttt te Iter hada Le OL 471,500 $ 18.83 
NeStéd 22 cif stecaseohdeos eaters da Re aabeels Baer 2 eowwneseas abe eee hee (198,530) $16.23 
Horfeited/Expired)s : ce-c0\du.4 8 salontw sind x 6 Sk oh, ished SAMS (115,463)  $ 16.69 
DiVi ded Si: ccc csins fete cn ay dh ial tee Le Spon epoca eae tony aoe ee aga 46,072 $ 14.87 
Unvested at December 31, 2008 ..... 0... 00. 783,579 $ 17.58 


As of December 31, 2008 there was $4,406 of total unrecognized compensation cost related to unvested PSUs 
to be recognized over a weighted-average period of approximately 0.8 years. Based on the current PSUs outstanding, 
$2,999 of compensation expense will be recognized in 2009 and the remaining $1,407 will be recognized from 2010 
to 2011. 
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14. Share Based Compensation (continued) 
Employee Stock Purchase Plan 


We provide a stock purchase plan for our employees. Under the plan, all regular full-time employee may contribute 
up to 10% of their base compensation (subject to certain income limits) to the semi-annual purchase of shares of our 
common stock. The purchase price is 85% of the fair market value at certain plan-defined dates. SFAS 123(R) defines 
this plan as compensatory, and accordingly, a charge is recorded for the difference between the fair market value and 
the discounted price. In 2008, two purchases occurred and resulted in a $106 charge. 133 employees were participants 
in the stock purchase plan and these employees purchased approximately 46,953 shares of our common stock at an 
average price of $11.86 per share. 


15. Employee Benefit Plans 


We sponsor a 401(k) defined contribution plan covering substantially all employees. Under this plan, participants 
are allowed to make contributions based on a percentage of their salaries, subject to a statutorily prescribed annual limit. 
We make matching contributions of 50 percent of each participant’s contributions, up to 6% of eligible compensation 
(maximum 3% matching contribution). We may also make additional discretionary contributions to the 401(k) plan. Our 
expense for matching contributions and additional discretionary contributions to the 401(k) plan was $1,136, $1,010, 
$567 and $835 during 2008, 2007, transition 2006, and fiscal 2006, respectively. 


16. Segment Information 


Revenues derived from sales outside of North America were approximately $135,183, $119,298, $60,416 and 
$97,686 for 2008, 2007, transition 2006 and fiscal 2006, respectively. Revenues generated in the United Kingdom 
represent our largest international country whose revenues were approximately $47,301, $45,068, $21,812 and $34,788 
for 2008, 2007, transition 2006 and fiscal 2006, respectively. 


We do not allocate corporate overhead to each of the segments and as a result, corporate overhead is a reconciling 
item in the table below. There are no intersegment revenues. The activities of each segment are summarized in 
Note 1. 
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16. Segment Information (continued) 


The table presents information about the financial results of each segment for 2008, 2007, transition 2006 and 
fiscal 2006 and assets as of December 31, 2008, December 31, 2007, December 31, 2006 and April 30, 2006. Unallocated 
assets consist primarily of cash, investments and fixed assets. 


























2008 2007 T 2006 2006 
Net revenues: 
Live and Televised Entertainment .................000005 $ 331,454 $316,842 $182,999 $290,784 
Consumer Products ..........0 0.0000 e cece cence eee 135,669 118,087 59,183 86,410 
Digital: Media...s. os .ssegs token eg ee hee a 34,822 34,771 20,755 22,857 
WWE 'SUIdIOS ss 35: < eeGire seetosn bes ee ed Teepe de aah aw ols 24,512 15,955 — — 
Total net revenues. .......0. 00sec eee eee eee eee eens $ 526,457 $485,655 $262,937 $400,051 
Depreciation and amortization: 
Live and Televised Entertainment ...................0008 $ 6,374 $ 3,624 $ 2,164 $ 3,561 
Consumer Products ........... 000s 1,384 1,389 859 2,028 
Digital Medias tects sino s tier ei cacael eh ac ek ane ts Cee 1,204 836 177 1,471 
Corporate. on. 0 aya ein cee shi ee 4,121 3,470 2,357 3,412 
Total depreciation and amortization...............0000005 $ 13,083 $ 9,319 $ 5,557 $ 10,472 
Operating income: 
Live and Televised Entertainment ............... 0.000005 $ 92,386 $100,161 $ 57,001 $ 93,984 
Consumer Products ..........0.0 00 cece eee eee 76,474 68,642 26,855 46,417 
Digital Media... 0... ke cette 6,182 6,293 3,796 2,933 
WWE Studios... 0... ect nen ees 7,189 (14,743) (1,110) (1,284) 
Corporate cst see dete dee ia see el en eee Pe (111,944) (91,920) (47,299) (71,510) 
Total operating income. ... 0.2... eee eee $ 70,287 $ 68,433 $ 39,243 $ 70,540 
As of: 
December 31, December 31, December 31, 
2008 2007 2006 
Assets: 
Live and Televised Entertainment ............. 000000 e cee ee eens $110,263 $ 94,871 $ 77,083 
Consumer Products .........0 00.0. cc cee tenes 19,910 15,185 14,982 
Digital Median ts sit us tated ale ee at nats tied tet 4 10,430 9,747 6,128 
W WER SUUd1 OS ogres sa cranes satectad sees tence aa oa ae ON 52,568 45,243 56,299 
Unallocated ich scene ek bao se Ak Sa heh eee eh 236,239 305,010 298,793 
Totalassets's.:2.%. ects eee ih ake eee gee $429,410 $470,056 $453,285 











(1) Includes assets of discontinued operations of $469 as of December 31, 2006. 


17. Financial Instruments and Off-Balance Sheet Risk 


Concentration of Credit Risk — We continually monitor our position with, and the credit quality of, the financial 
institutions that are counterparties to our financial instruments. Our accounts receivable represent a significant portion 
of our current assets and relate principally to a limited number of distributors, including our pay-per-view and home 
video distributors. We closely monitor the status of receivables with these customers and maintain allowances for 
anticipated losses. 
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17. Financial Instruments and Off-Balance Sheet Risk (continued) 


Fair Value of Financial Instruments — The carrying amounts of cash, cash equivalents, money market accounts, 
accounts receivable and accounts payable approximate fair value because of the short-term nature of such instruments. 
Our short-term investments are carried at quoted market values. See Note 5 for additional information regarding 
Investment Securities and Short-term investments. Our debt consists of the mortgage related to our corporate 
headquarters, which has an annual interest rate of 7.6%. 


18. Quarterly Financial Summaries (unaudited) 





Ist 2nd 3rd 4th 

Quarter Quarter Quarter * Quarter 
2008 
Net TE VENUS tances Shire ec Se ese yeeacst WEE Ae a A eae OE A $162,632 $129,658 $108,782 $125,385 
COSt: OF TEVENUES > isco ecco aed Se ee WE dee $100,018 $ 76,358 $ 66,279 $ 69,129 
Netancome sic scents dhe cd-aler Ree dhag Oe enas Boba Deane bate aes $ 19,525 $ 7,031 $ 5,274 $ 13,586 
Earnings per common share: basic 
N@UinGOME? 23d5oe oe ae Se, Stat he A oes $ 0.27 $ O10 $ O07 $ 0.19 
Earnings per common share: diluted 
Netincomes.2 leecist urs ete dy deed pees alt aely hom eise me oe $ 0.27 $ O10 $ 007 $ 0.18 
2007 
Net revenueS . 0... ee cece eee nee n eens $107,391 $137,511 $108,110 $132,643 
Cost OF TEVENUCS 4 ficn eh he eee a be hen eee aa: $ 58,097 $100,524 $ 63,438 $ 76,710 
Net incomes. 6.4.4.6 eid Retna oe et ia 8 ee DR a ea $ 15,138 $ 7,046 $ 8,449 §$ 21,504 
Earnings per common share: basic 
Netincomie 3. at O se Sect kl Jo slats hk let $ 0.21 $ O10 $ O12 $ 0.30 
Earnings per common share: diluted 
Net incOMel: scenes en Buted, Hote ieee em ee es $ 0.21 $ O10 $ O12 $ 0.30 
T 2006 
Net fEVenUes’ 2 vases vue eet ree atae pe antee Rab eee taunt, $ 93,267 $ 96,236 $ 73,434 NA 
Cost Of revenues’. 628.0 eo ac nb Se bE EE RE $ 53,266 $ 57,882 $ 45,946 NA 
Net inCOMer exc veete Ayton eon ees IS eh Mes eee Sas ate, % $ 11,302 $ 10,396 $ 9,919 NA 
Earnings per common share: basic 
INGD INCOME 55 sre nck toate ee PRE once ole caer ot hs RNa $ 0.16 $ O15 $ 0.14 NA 
Earnings per common share: diluted NA 
INGU INCOME t5226 hing So tee nat hcine oO lerneinlewe 2 sleliaw elses $ 0.16 $ O15 $ 0.13 NA 














. The third quarter in T 2006 consists of only two months 


19. Subsequent Events 


On January 9, 2009, WWE announced that it was reducing approximately 10% of its staff across all areas of its 
global operations. The reduction will result in annual savings of approximately $8,000 in compensation and benefit 
costs. The Company will record a one-time pre-tax restructuring charge of approximately $2,653 in the first quarter of 
2009. The charge consists primarily of severance pay and will be paid primarily in 2009. 
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Additions 
Balance at Charged to Balance 
Beginning Costs and Deductions at End of 

Description of Period Expenses (1d) Period 
For the Year Ended December 31, 2008 

Allowance for doubtful accounts. ........0. 0.000000 000 cee $1,358 2,521 839 $4,718 

Inventory obsolescence reserve ......... 0.0 e eee ee $6,276 2,679 — $8,955 

Magazine publishing allowance for newsstand returns......... $4,808 32,596 (31,138) $6,266 

Home video allowance for returns. .......... 0.000000 cee $6,622 18,809 (19,166) $6,265 
For the Year Ended December 31, 2007 

Allowance for doubtful accounts ............ 0.0.0 c eee eee $2,084 47 (773) $1,358 

Inventory obsolescence reserve ......... 0.0 cee eee eee $4,891 1,037 (348) $6,276 

Magazine publishing allowance for newsstand returns......... $4,076 23,472 (22,740) $4,808 

Home video allowance for returns............. 0.000000 e eee $8,510 17,669 (19,557) $6,622 
For the Transition Period Ended December 31, 2006 

Allowance for doubtful accounts .............. 00000 ee eee $3,740 (1,574) (82) $2,084 

Inventory obsolescence reserve ......... 0.0 cee eee eee $3,535 1,429 (73) $4,891 

Magazine publishing allowance for newsstand returns......... $4,512 14,954 (15,390) $4,076 

Home video allowance for returns.............. 00000 c cece $3,817 14,251 (9,558) $8,510 

Advertising underdelivery .........0.. 000. c cece eee eee $ 365 — (365) — 
For the Year Ended April 30, 2006 

Allowance for doubtful accounts... 2.20.00... 000 c eee eee $3,287 494 (41) $3,740 

Inventory obsolescence reserve ........ 00. eee $2,062 1,894 (421) $3,535 

Magazine publishing allowance for newsstand returns......... $4,602 20,555 (20,465) $4,512 

Home video allowance for returns. ............ 000000 c eee $2,920 10,198 (9,301) $3,817 

Advertising underdelivery ............ 000 ccc cece eee eee $2,625 1,599 (3,859) $ 365 





(1) Deductions are comprised primarily of disposals of obsolete inventory, write-offs of specific bad debts, returns 
and additional advertising spots for underdelivery. When we do not deliver the guaranteed rating, additional 
advertising spots, commonly referred to as “make-goods”, or at times, cash refunds, are given to the customer. 
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CUMULATIVE TOTAL RETURN CHART 


Set forth below is a line graph comparing, for the period commencing April 30, 2003 and ending December 
31, 2008, the cumulative total return on our Class A common stock compared to the cumulative total return of the 
Russell 2000 Index and the S&P Movies and Entertainment Index, a published industry index. The graph assumes the 
investment of $100 at the close of trading on April 30, 2003 in our Class A common stock, the Russell 2000 Index and 
the S&P Movies and Entertainment Index and the reinvestment of all dividends. 
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MANAGEMENT CERTIFICATIONS 


In accordance with Section 3.03A.12(a) of the New York Stock 
Exchange Listed Company Manual, in connection with our last 
annual meeting, Linda E. McMahon submitted a certification to 
the NYSE stating that she was not aware of any violations by the 
Company of the NYSE’s Corporate Governance listing standards. 


The certifications required by Section 302 of the Sarbanes-Oxley Act 
with respect to the Company's Annual Report on Form 10-K for the 
fiscal year ended December 31, 2008 have been filed with the Securi- 
ties and Exchange Commission as Exhibits 31.1 through 31.3 thereto. To 
request a copy of the Company’s Annual Report on Form 10, which will 
be provided without charge, please write the Company's Investor Relations 
Department at the Corporate Headquarters address provided above. You may 
also find a copy on our website at corporate.wwe.com 


SHAREHOLDER INFORMATION 


All WWE programming, talent names, images, likenesses, 
slogans, wrestling moves, trademarks, logos and copyrights are 
the exclusive property of World Wrestling Entertainment, Inc. and 


World Wrestling Entertainment stock is listed for trading on 
the New York Stock Exchange under the ticker symbol WWE. 
its subsidiaries. All other trademarks, logos and copyrights are For investor information, please visit our website at corporate.wwe.com 
the property of their respective owners. © 2009 World Wrestling or write to Corporate Headquarters, Attention: Investor Relations or call 
Entertainment, Inc. All Rights Reserved. V0 Scleya310)0108 


WORLD WRESTLING’ 
ENTERTAINMENT 


1241 East Main Street, Stamford, CT 06902 





